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SALE OF COMMERCIAL LIFE INSURANCE IN EUROPEAN 
COMMAND, UNITED STATES ARMY 


THURSDAY, JUNE 2, 1955 


Houvsrt or REPRESENTATIVES, 
CoMMITTEE ON ARMED SERVICES, 
SPECIAL COMMITTEE FOR INVESTIGATIONS, 
Washington, D. C. 

The committee convened at 2:30 p. m., Hon. F. Edward Hébert, 
chairman of the committee, presiding. 

Present: Mr. Hébert, Mr. Hess, Mr. Cunningham, Mr. Bates, Mr. 
Miller, Mr. Bray (alternate). 

Mr. Héserr. The committee will come to order. 

Mr. Courtney, do you have a statement ? 

Mr. Courtney. Mr. Chairman, since the last meeting of the sub- 
committee on this question of the sale of commercial life insurance in 
the European Command, there have been several things transpired 
which focuses the attention of the committee on the present posture 
of the whole matter. 

Now, Mr. Chairman, after the subcommittee returned from E urope 
and published its report on January 3, 1955, the European Associa- 
tion of Life Underwriters undertook to present to the subcommittee 
new information and new representations concerning the matter of 
lapses which was rather widely discussed and considered by the sub- 
committee in its initial report. 

At the same time, attorney representing one Fred B. Dickey, who, 
it seems, is president of the Service Life Insurance Company of Texas, 
handed to the subcommittee again a letter which the subcommittee 
had theretofore ignored because it was in the subcommittee’s own 
language both “impertinent and irrelevant.” 

But counsel seemed to be concerned that the subcommittee would 
not consider it. So the subcommittee has considered that letter and 
it is published as a part of its documentation of this matter. 

The burden of the charges of the representations in the letter from 
the European Association of Life Underwriters which was received 
after the subcommittee had returned and after the text of the hear- 
ings had been printed was to the effect that the subcommittee was 
not properly informed on the subject of lapses and lapsation and their 
relationship to the sale of insurance and to the regulation of the sale 
of insurance in the armed services. 

Without detailing everything that was exchanged, let me say that 
this information was received and this tabulation of a purported ratio 
of lapsation as determined by the European Association of Life Under- 
writers was received. We, of course, promptly sent the same informa- 
tion with a request for answer to the 30 companies named. 
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I should say to you that they represented the 15 largest companies 
in the United States in the business of selling life insurance, and they 
also referred to 15 companies, strategically chosen from the States of 
residences of the members of the subcommittee. 

Twenty-nine responded. All of the answers are here. And, Mr. 
Chairman, I suggest that this document be released to the press at 
the moment, from this time forward, to be followed by the committee’s 
report (committee print, pp. 85-133). 

Mr. Hess. At this point, Mr. Courtney, I think the record should 
show that the letter to which you refer was not only signed by Fred 
B. Dickey but an affidavit was on the letter in which Dickey swore 
that all the statements were true. 

Mr. Courtney. Yes, Mr. Hess, that appears in the record at page 93. 

Mr. Hess. That was not requested by this committee. 

Mr. Courtney. That was not requested by the committee. 

Now, Mr. Chairman, the proposed report of the committee has been 
circulated, it has not been agreed to, but when it is agreed to it will 
comment upon the text and the documents contained in this assembly 
of factual data. 

So Mr. Chairman, I would request permission to release the text of 
the committee print which has been designated as the first supple- 
ment to its report of January 3, 1955, containing the exchange of 
letters. 

Mr. Hésert. Without objection, the committee print will be re- 
leased (pp. 85 to 133 ordered released). 

Mr. Bares. Mr. Chairman ? 

Mr. Hésert. Mr. Bates? 

Mr. Bares. I have read all of these things here, apparently it is all 
question of fact. I haven’t had an opportunity to read all of this in 
here. Are there any conclusions? 

Mr. Courtney. None whatsoever. 

Mr. Bares. Then I have no objection, Mr. Chairman. 

Mr. Courtney. This is strictly an exchange of correspondence. 

Mr. Héperr. That is all this is. 

Mr. Courtney. Letters received—letters requested and answers 
received. 

Mr. Hésert. Without objection, the committee report is released. 

Mr. Courtney. Now, Mr. Chairman, the subcommittee received in- 
formation to the effect that after its recommendations in the January 
3, 1955, report, General McAuliffe, the new commander of the United 
States Army at Heidelberg took some very positive action with respect 
to its recommendations. 

We felt it appropriate and certainly expeditious not to await the 
exchange of information through the formal channels of communica- 
tion; and so a telephone call was put in to General McAuliffe, having 
alerted him to the fact that you were to call, and the subject of the 
proposed telephone call; and I have had reproduced in the data sheet 
which has been circulated as a subcommittee circular (marked “Confi- 
dential for members only” unless you chose to release it) the exchange 
of information between yourself and General McAuliffe. 

Mr. Chairman, I see no reason why that informatoin should not be 
made public. 

Mr. Heéserr. Have members of the committee had an opportunity 
to read that memo? 
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Mr. Hess. Speaking for myself, I did, and I can see no reason why 
it shouldn’t be released. 

Mr. Bares. You mean this telephone conversation ? 

Mr. Hess. Yes. 

Mr. Murr. I have read it, Mr. Chairman, and I see no reason why 
it shouldn’t be released. 

Mr. Courtney. Let me say that both sides for reasons which were 
fully on the record had the text of the conversation at both ends. 

Mr. He&serr. It was not an unrecorded conversation without Gen- 
eral McAuliffe’s knowledge. 

Mr. Bares. That is pointed out ? 

Mr. Courtney. It is pointed out. 

Mr. Hépert. General McAuliffe said he had his man on and I said 
we had our man on also. Mr. Cunningham, any comment? 

Mr. CunninGHAM. I see no objection. 

Mr. Héperr. Mr. Bray ¢ 

Mr. Bray. Yes. 

Mr. Héperr. Without objection, you may release this memo. 

Mr. Courtney. Now, Mr. Chairman, there were 3 or 4—4 actually— 
subjects to which the subcommittee paid particular reference. 

One was the use of the allotment system in the payment of these 
insurance premiums. 

General McAuliffe commented on that by stating that he proposed 
to establish a policy whereby the allotment blanks, or the allotment 
system, might not be employed in the payment of insurance premiums 
during first year of the effective date of the policy. 

And your comment—the comment on that as far as the subcom- 
mittee was concerned was that that certainly reached those who were 
in the Army in the service for a short while who would not otherwise 
have the protection or benefit of that kind in the service. 

Second, the matter of agents and the qualifications of agents to 
sell insurance was discussed. General McAuliffe proposed that the 
agents who were permitted and authorized to sell insurance in the 
Kuropean theater must have had 12 months successful experience in 
the United States before being licensed and authorized in Europe. 
That, Mr. Chairman, as the text will show, meets with your 
concurrence. 

(Mr. Nelson now present. ) 

Mr. Courtney. The general also proposed that companies author- 
ized to sell insurance must have had at least 5 years of established 
insurance business. 

The fourth thing that the general proposed was a very careful 
regulation and examination of the activities of agents with particular 
emphasis on the rate of lapsation. Now, we will advert to that at a 
later time. The final subject of action on the part of General Me- 
Auliffe was to dispense with the assistance of the European Associa- 
tion of Life Underwriters as an adviser or consultant to the insurance 
officer at Heidelberg. 

That, as the text will show, met with your very complete approval. 

(Mr. Hardy now present.) 

Mr. Courtney. On April 5, 1955, General McAuliffe advised that 
he had requested the approval of his superiors at the commander in 
chief's office in Paris to these recommendations. 
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On April 11, 1955, we filed a TWX through the Office of Legisla- 
tive and Liaison in the Army, to Gen. Orval ‘Cook, Deputy C INCUR 
in Paris, requesting information as to the status and implementation 
of General McAuliffe’s recommendations. The text of that exchange 
appears on page 4 of the documents which you have. 

We received an answer to that exchange and the reference to that 
answer is on page 5 of the documents you have before you, and we 
stated that——- 

Mr. H&serr. This entire document will be made part of the record 
here. 

Mr. Courtney. Yes; if you so direct. 

Mr. Héserr. Yes, we do. 

(The document referred to follows :) 


Hovse oF REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE FOR SPECIAL INVESTIGATIONS, 
Tuesday, May 31, 1955. 
Memorandum for: Members of the Subcommittee for Special Investigations. 
Subject : Sale of Commercial Life Insurance in the European Command. 


After the issuance of the subcommittee’s report suggesting corrective measures 
to be instituted in the United States Army European Command, we waited an 
appropriate time for information and action. Information came to us that 
General McAuliffe, who assumed command of the United States Seventh Army 
Group at Heidelberg, Germany, in the latter part of February 1955, had instituted 
certain reforms. We were not able to obtain information on this subject through 
official Channels. So on April 5, 1955, I telephoned General McAuliffe, by pre- 
arrangement, and the following is the text of our conversation: 


TELEPHONE CONVERSATION APRIL 5, 1955, BETWEEN THE CHAIRMAN, GENERAL 
MCAULIFFE AND SPECIAL COUNSEL OF THE SUBCOMMITTEE 


“Mr. Hérert. Hello, General, this is Congressman Hébert from New Orleans. 

“General MCAULIFFE. Yes, how are you, Congressman? 

“Mr. H&Bert. Fine, how have you been? 

“General McAULIFFE. Fine, thank you. 

“Mr. H&éserv. I'll tell you what I am calling on, I’m going to put John Courntey 
on the other line. He is the counsel for the Investigating Committee. 

“General McAuLirrr. Yes, I remember him. 

“Mr. H&érert. Oh, you remember John. Fine. They were over there when 
Mr. Hess was the chairman of the committee before I took over. We had an 
investigation of insurance, as you well know, and since then some reports have 
come back through our mutual friend, Mike Stern, that you had made some 
changes over there. 

“General McAULIFFE. Yes, we have. 

“Mr. Hésert. Good, now I am wondering, we have a list and we would like to 
know preliminary to writing you formally and the reason we put the call in 
was we didn’t want to go through all the redtape and channels, we wanted to 
talk to you first, personally. Now, these are the questions we will ask you. 
If you want to make a memorandum of it, you can. 

“General McAULIFFE. Just a minute, are you on, Bill? 

“Mr. H&ésert. Oh, you got somebody on? 

“General McAULIFFE. I’m putting him on right now. 

“Mr. Héesert. Good. You ready on it, General? 

“General McAULIFFE. Yes, we're ready. 

“Mr. Hfésert. Good, now Mr. Courtney is on my line. Now, what changes 
have been made in your allotment system? In the allotment system, I mean, yes. 
Answer yes, then we want to firm it up with you. What changes did you make 
in that? We want to know what to anticipate. Can you answer it right now 
or do you have to go back? 

“General McAULIFFE. I can answer it right now. 
“Mr. H&BERT. Good, fine. 
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“Mr. CouRTNEY. We understood that you cut down the use of the allotment 
cards, and that’s one thing that we wanted to verify. 

“General McAULIFFE. Well, I have made arrangements to coordinate with 
the Navy and Air Force on this subject. I have arranged with General Cook, 
who is my superior in this thing, that we have to prevent allotments during 
the first year of the policy and the allotment system would only be effective com- 
mencing the second year. 

“Mr. CourTNEY. Wonderful, General. That takes care of the fellows who 
were in for a short while. 

“General McAULirFE. Yes; that’s what our objective was. General Cook 
wrote the Department of Defense and whether he accepted that or not, I do not 
know. 

“Mr. CouRTNEY. Yes; well, we will check up on that, General. 

“Mr. Hésert. Now, what changes have been made concerning the licensing of 
the insurance people? 

“General McAULIFFE. Well, the agent must have had, and again this is a 
recommendation I made to my superior—that happened to have had his ap- 
proval—the agent must have had 12 months’ previous successful solicitation in 
the United States. 

“Mr. H&pert. Now, that’s for the agents. 

“General McAULIFFE. Right. 

“Mr. Hépert. Now, what requirements for license for the companies? 

“General McAuULIFFE. That must have been in business for 5 years. The cur- 
rent requirement here was two. We changed that to five. 

“Mr. Hépert. Have any companies or agents been suspended ? 

“General McAu.irre. I didn’t get that. 

“Mr. CourTNEY. Have you suspended any, General? 

“General McAULIFFE. We have one who has not been suspended, yet, but think 
he will be. 

“Mr. Héesert. Can you tell us the man’s name? 

“General McAULIFFE. I don’t know the man’s name. We had a recent com- 
mand inspection based on a high rate of lapses and we went down there and 
the indications are that the agents had violated regulations on solicitation. We 
are working on lapses. We are disciplining our commanders for winking at 
regulations having to do with solicitation. 

“Mr. Hesert. Fine. Have you had any investigations of the Army personnel in 
the matter—participation of the Army personnel? 

“Mr. Courtney. That’s a yes or no, General. 

“General McAutirre. Participation? 

Where we find that there has been violations of the regulations by the military 
personnel, the commanders, we propose to make this variation. Now we have not 
made it but we have one example in the Second Armored Division right now. 

“Mr. Hesert. Now, when we write you on these, we will ask you to elaborate on 
that. We just want to know if that’s been done. 

“General McAu.Lirre. Another thing, we recommended on this thing that I 
forwarded is that we have only 1 general agent and 6 soliciting agents per com- 
pany with the entire European command. The present regulations permit that 
many for each subordinate command. 

“Mr. H&pert. Good, now have you had any changes in personnel as a result of 
the investigation ? 

“General McAULIFFE. Well, I don’t know as a result of the investigation, but 
Colonel Smith has rotated and Lieutenant Colonel Leary has taken over. Colonel 
Smith was the one in command when the investigating committee was up there. 

“Mr. Hf&pert. Now, General, when did you send up these recommendations? 

“General MCAULIFFE. I would say early March. I just got up here February 1. 

“Mr. Hésert. Now, we will write you the formal request and direct it to you, 
personally. 

“General MCAULIFFE. Good. 

“Now, I have one more point. This headquarters is now dealing almost ex- 
clusively with the general agents of the companies on a day-to-day operation, 
rather than with the European Association of Life Underwriters which was pre- 
viously the case, and the committee didn’t like. Another point, I have made all 
these recommendations previously discussed to my superior, General Cook, and 
it awaits his approval.” 

Thereafter, a telephone request was made through the office of General Hauck, 
Director, Legislative Liaison, United States Army, Pentagon, requesting action 
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on recommendations of General McAuliffe. The following is answer received 
under date of April 11, 1955: 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE SECRETARY OF THE ARMY, 
Washington 25, D. C., April 11, 1955. 
Mr. JoHN J. COURTNEY, 
Subcommittee for Special Investigations, 
Committee on Armed Services, 
House of Representatives. 


Dear Mr. CourTNEY: In reference to your telephone conversation with Col. 
Harry 8S. Wheaton of this office on April 6, 1955, the following message was sent 
to Gen. Orval Cook, USAF, Deputy, USCINCEUR: 

“This message refers to five recommendations made by General McAuliffe fo 
you concerning improvements in life-insurance program instituted since com- 
mittee hearing in December 1954. 

“Committee now desires to know status of such recommended changes and 
program of implementation. 

“Request you advise this office by TWX.” 

In response to the above message, General Cook has advised this office that 
the entire subject has been under active consideration between his headquarters 
and Army, Navy, and Air Force commanders since congressional hearing and 
many recommendations and suggestions have been exchanged. The following 
steps have been taken or are in process. USAREUR has taken action insofar 
as possible locally to correct deficiencies pointed up in congressional hearings. 
Since local action cannot completely eliminate the basic problem, EUCOM sent a 
letter dated April 1, 1955, to the Department of the Army, executive agent, Secre- 
tary of Defense. Commander in Chief, United States Army Europe, was as- 
signed responsibility as coordinating authority to develop policy directive to be 
executed by the headquarters. Work on this project is nearing completion. We 
anticipate the policy directive as initially executed will remain essentially within 
the framework of present departmental regulations. It will be amended if action 
taken on letter submitted to the Secretary of Defense requires, or as indicated 
by any other Office Secretary of Defense action. 

Sincerely, 
PAvuL S. LAWRENCE, 
First Lieutenant, GS, Congressional Investigating Division, OCLL. 


On April 13, 1955, we confirmed the previous oral request and stated that the 
answer of Gen. Orval Cook was “unintelligible.” Copy of that communication 
of April 13 follows: 

WEDNESDAY, APRIL 13, 1955. 
Memorandum for: Brig. Gen. C. J. Hauck, Jr., Department of the Army, Legisla- 
tive Liaison, Room 2C—639, The Pentagon, Washington 25, D. C. 
Subject: Sale of Commercial Life Insurance in Europe. 


This will confirm telephone request of April 5 to Colonel Wheaton in your office 
requesting TWX to General McAuliffe at Heidelberg, Germany, for a conversa- 
tion between the Chairman and General McAuliffe on April 6. The telephone 
conversation was completed at the appointed hour on Wednesday, April 6. 

This will confirm telephone request of April 6 to Colonel Wheaton requesting 
TWX to General Cook, Deputy, CINCUSAREUR, concerning action being taken 
on recommendations of General McAuliffe for change in regulations relating to 
commercial life insurance. The answer has been received through your office 
and transmitted by your letter of April 11, 1955. General Cook’s answer is un- 
intelligible, although the request which you made in response to our telephone 
inquiry is eminently clear. 

It is regretted that in the recess the written confirmation of these two requests 
was not sent immediately. It is the desire of this office that at all times you be 
furnished with a written confirmation of any request made upon you. The delay 
in this instance is due to the recess of the Congress and the absence of the clerical 
staff. I trust, however, that the delay has not resulted in any inconvenience to 
you or the personnel in your office whose cooperation in this behalf has been 
of great assistance to the work of the subcommittee. 

JOHN J. COURTNEY, 
Special Counsel. 








| pees 


SALES OF COMMERCIAL LIFE INSURANCE 333 


No action having been received following the transmittal of April 13, on 
Thursday, May 12, a memorandum was sent to General Hauck, as follows: 
THurspAy, May 12, 1955. 
Memorandum for: Brig. Gen. C. J. Hauck, Jr., Department of the Army, Legis- 
lative Liaison, Room 2C—639, the Pentagon. 

On April 6, 1955, the chairman and I had a conversation arranged over TWX 
with General McAuliffe. The same day we directed a request to CINCUSAREUR, 
Paris, requesting advice on the action taken on General McAuliffe’s recommen- 
dations for CINCUSAREUR. That advice was transmitted with your memo- 
randum of April 11. 

It is the opinion of the chairman and myself that the answer was wholly 
unintelligle. See memorandum of April 13, 1955. The subcommittee desires 
another TWX to CINCUSAREDUR, Paris, advising what action has been taken 
on recommendations of General McAuliffe made in March 1955 concerning regu- 
lation of the sale of commercial life insurance in Europe. We desire de- 
tailed reply. 

1. General McAuliffe recommended that the use of allotments be restricted as 
follows: By eliminating their use in the first year of the policy for the purpose 
of taking care of the excessive rate of lapses. This matter was taken up with 
General Cook at CINCUSAREUR. We have had no indication of any action. 

2. With respect to agents, it was recommended that an agent must have had 
12 months of previous successful solicitation experience in the United States. 

3. It was recommended that companies must have had 5 years license business 
within the United States instead of the current 2-year requirement. 

4. The dealings of the Army Headquarters, instead of being through the 
European Association of Life Underwriters, were to be had directly with general 
agents of the company. 

The delay in taking action on these four recommendations for this long period 
is wholly unwarranted. This situation resulted in serious charges being made 
against the United States Army. Our investigation indicated that affirmative 
action was imperative. 

General McAuliffe took prompt action, and, we think, an effective action. It 
is the policy of this subcommittee not to recommend specific action, but to indicate 
areas where affirmative action is required and to leave up to the services the 
actual implementation because of the disciplinary requirements, which are 
implicit. 

The recommendations of General McAuliffe, while not necessarily what we 
would have recommended, are certainly thoughtfully conceived and directed 
toward the sore spot in this whole picture. We want to know why some action 
cannot be taken on it. It didn’t require General McAuliffe but a very short while 
to come to a decision. It ought to take his superiors less time than it has to 
implement his recommendations. 

By direction of the Chairman: 

JOHN J. CouRTNEY, 
Special Counsel. 


On May 16, 1955, General Hauck responded as follows: 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE SECRETARY OF THE ARMY, 
Washington 25, D.C., May 16, 1955. 
Mr. JOHN J. COURTNEY, 
Special Counsel, Subcommittee on Special Investigations, 
Committee on Armed Services, House of Representatives. 

DEAR Mr. CourtTNEY: This is to acknowledge receipt of your memorandum for 
Brig. Gen. C. J. Hauck, Jr., on May 12, 1955, concerning the insurance program in 
United States Army, Europe. The TWX that you have requested has been sent. 

Pertaining to the subecommittee’s continuing interest in this matter, the follow- 
ing information from United States Army, Europe, was received in this office on 
May 13, 1955. 

“Staff checks during recent command inspections disclosed in one battalion- 
sized unit, an abnormally high rate of cancellations of allotment to pay premiums 
on policies of the United Life Insurance Company of America, Houston, Tex. 
Investigation directed by this headquarters revealed violation of United States 
Army, Europe, regulations by 2 (insurance) agents and disregard of same by 
3 unit officers. 
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“The insurance company has been suspended in United States Army, Europe, 
for 3 months; the agents involved have been permanently banned in this com- 
mand; the officers were punished under article 15, Uniform Code of Military 
Justice. A commandwide survey has been directed to ascertain the number of 
policies in force; the number of policies canceled ; the average number of months 
the policies are in force and violations of command requirement that agents 
must have written requests for appointment from prospective purchaser. Initial 
returns from one-half of all units reporting to this headquarters indicate cancel- 
lation rate of about 18 percent. However, there is no assurance that this per- 
centage will hold true in final tabulation. Analysis of results will be made and 
where excessively high rate of cancellation is found, investigation will be con- 
ducted and appropriate corrective action taken. 

“You will be informed of the survey final result and of the actions taken by 
this headquarters as a result thereof.” 

This office will continue to advise you on the implementation of the recom- 
mendations made by your subcommittee concerning this subject and will inform 
you of General Cook’s answer as soon as it arrives. 

Sincerely, 
PAauL S. LAWRENCE, 
Ist Lieutenant, G. S., Congressional Investigation Division, OCLL. 


And again, on May 20, he responded without further request as follows: 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE SECRETARY OF THE ARMY, 
Washington 25, D.C., May 20, 1955. 
Mr. JOHN J. COURTNEY, 
Special Counsel, Subcommittee on Special Investigations, 
Committee on Armed Services, House of Representatives. 

Dear Mr. Courtney: Further reference is made to your memorandum for 
Brig. Gen. C. J. Hauck, Jr., of May 12, 1955, concerning the insurance program 
in United States Army, Europe, and the recommendations therein. The follow- 
ing information has been received from General Cook's office. 

The Commander-in-Chief, United States Army, Europe, is in the process of 
developing a tri-service policy directive on the sale of commercial life insurance. 

Recommendations 1 and 2 are under consideration for incorporation in the 
policy directive. The consensus is that recommendation No. 1 requires considera- 
tion of the service departments in Washington. All services agree on inclusion 
of recommendation No. 2. The estimated time of completion and publication 
of policy directive is one month with probability that recommendation No. 1 will 
not be included pending Washington action. 

Recommendation No. 3 should apply world-wide rather than to the European 
Theater only. The concept behind this is that the Washington Agency would 
furnish a list of companies licensed to do business with the United States forces. 
Concerning recommendation No. 4, United States Army, Europe, and United 
States Air Force, Europe, report that they now deal almost exclusively with 
general agents rather than with the European Association of Life Underwriters. 

Sincerely, 
PAUL S. LAWRENCE, 
First Lieutenant, GS, Congressional Investigation Division, OCLI. 


The foregoing exchange of correspondence will bring you up to date on the 
intervention of the subcommittee staff concerning implementation of the recom- 
mendations made in December 1954. I am now advised that Lt. Col. Leary, G—1 
at Heidelberg, in charge of insurance matters, is now at the Pentagon and will 
be available for a hearing on Thursday, June 2, at 2:30 p. m., I have called him 
to appear at that time and I propose to thrash out the whole matter of action 
on the subcommittee’s recommendations. This information is sent to you for 
background material. 

In the interval following the issuance of the subcommittee’s report of Decem- 
ber 1954 we received a statement from the European Association of Life 
Underwriters protesting against the findings of the subcommittee on the subject 
of lapses. It charged, among other things, that 15 of the largest companies 
and 15 other companies, strategically located in the States of residence of the 
members and staff making the investigation, were all guilty of lapses at a 
high ratio. 

Upon receipt of that information I had forwarded to each of the companies 
involved the allegations of the European Association of Life Underwriters and 
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I have their answers thereto, all of which are published without comment in 
a separate document enclosed for your information. 

On the face of it, it is apparent that the European Association of Life 
Underwriters has grossly either misunderstood or misrepresented the amount 
of lapses in the various companies in question. In my opinion, the effect of 
that is to place a wholly unjustified stigma upon companies of long experience 
and reputation in the business of the sale of life insurance. 

The question at issue, therefore, will be to receive subcommittee comments 
upon the information received and printed by the subcommittee for all concerned. 

A proposed form of report, with suggestions thereon, will be submitted at 
the subcommittee meeting Thursday, June 2, 1955, at 2: 30 p. m. 

EF. Epwarp HE&Bert, Chairman. 

Mr. Courtney. We stated that General Cook’s answer was un- 
intelligible. 

We initiated a second TWX on May 12, not having heard any- 
thing further. On page 6 of the record you will find a memorandum 
to General Hauck, making reference to the fact that we considered 
the answer of General Cook to be unintelligible on the recommenda- 
tions made by General McAuliffe, and requesting advice as to what 
action, if any, had been taken. The subcommittee chairman directed 
that this statement be made: 

The delay in taking action on these four recommendations for this long period 
is wholly unwarranted. This situation resulted in serious charges being made 
against the United States Army. Our investigation indicated that affirmative 
action was imperative. General McAuliffe took prompt action and we think 
an effective action. It is the policy of this subcommittee not to recommend 
specific action but to indicate areas where affirmative action is required and 
to leave up to the services the actual implementation because of the disciplinary 
requirements which are implicit. We want to know why some action cannot 
be taken. It did not take General McAuliffe but a very short while to come to 
his decision. 

I might state General McAuliffe assumed command some time at 
the end of February and our exchange occurred in March. 

Now then, the documents handed to you are a more recent exchange 
dated May 16. 

Che information coming from General McAulitfe’s command, indi- 
cated that he was taking very positive disciplinary actions in areas 
where the excessive rate of lapsation indicates some fault in insurance 
or some violations in regulations. 

Colonel Leary is here, and he will detail them. 

Mr. Hess. Do I understand no communication has as yet been re- 
ceived from General Cook ? 

Mr. Courtney. That is correct, Mr. Hess. 

The last communication was dated May 20. We have yet to learn 
of a definitive and a positive action being taken. 

Che last information comes on May 20 by TWX, and it says: 

Recommendation 1 or 2 are under consideration for incorporation in the 
policy directive. The concensus is that recommendation No. 1 requires consider- 
ation of the service departments in Washington. All services agree on inclusion 
of recommendation No. 2. The estimated time of completion and publication of 
policy directive is | month with probability that recommendation No. 1 will not 
be included pending Washington action. 

I might say, Mr. Chairman, that following the receipt of this we 
requested a TWX to Europe through the Office of Legislative and 
Liaison of the Army, which, of course, was promptly dispatched, ad- 
vising that the 1 month had then worn into 3 months and requesting 
when we might be advised as to what action, if any, was taken. 











336 SALES OF COMMERCIAL LIFE INSURANCE 


Mr. Hérert. Mr. Courtney, Colonel Leary, who replaced Colonel 
Smith, as I understand, is here to testify today. 

Mr. Courtnry. That is correct, Mr. Chairman. 

Mr. Héperr. Colonel Leary. 

Mr. Courrney. Colonel Leary and Colonel Richards are both here 
and we took advantage of their presence to ask them to bring the sub- 
committee up to date on the actions taken in the European Command. 

Colonel, will you come and sit down, both of you ? 

Mr. Héserr. Colonel, will each of you identify yourselves to the 
committee ? 

Colonel Ricuarps. Yes, I am Lt. Col. F. W. Richards, Chief of the 
Discipline Section, G-1 Division, USAREUR Headquarters. 

Colonel Leary. I am Lt. Col. Francis X. Leary, until the 14th of 
May a member of the Discipline Section, G-1, Headquarters, 
USAEUR. 

Mr. Hépert. And you, Colonel, relieved Colonel Smith ? 

Colonel Leary. Yes, sir. 

Mr. Heépverr. Be seated. 

Mr. Courtney. Whichever one of you is in position to answer: you 
have heard the outline of action and the exchange of information be- 
tween the subcommittee and Heidelberg. 

Colonel, will you then tell us what action has been taken in your 
command with respect to the recommendations of the subcommittee 
which were made in January 1955? 


TESTIMONY OF LT. COL. F. W. RICHARDS, CHIEF, DISCIPLINE 
SECTION, G-1 DIVISION, USAREUR HQsS. 


Colonel Ricwarps. All right, sir. 

I have prepared, sir, a list of the actions, and if I might refer to my 
notes, I would like to go through them and discuss them briefly and 
then if you care to refer to any of the directives that I mentioned, 
they are here for your perusal and can be reproduced if desired. 

Mr. Hésert. Proceed in your own way, Colonel. 

Colonel Ricuarps. All right, sir. 

On the 13th of December 1954 we put out a directive to the field 
which directed that all the inspector-general of USAREUR Head- 
quarters would make careful inquiry into the supervision and admin- 
istration of commercial life insurance and transactions within the 
command. 

Mr. Courtney. So we may focus attention on the dates involved, 
the subcommittee departed from Heidelberg after its formal hear- 
ings on December 10. 

Colonel Ricwarps. Yes. 

Mr. Courrnry. You are speaking now of the following Monday ? 

Colonel Ricwarps. Yes, just sever: ral ds ys after that. 

Mr. Courtney. The 13th of December? 

Colonel Ricnarps. Right, sir. 

And all inspector generals were directed to make specific reports 
of their inspections with regard to life insurance matters (appendix 
A-1). 

The next action was on December 15, 1954 (appendix A-2), at which 
time USAREUR Headquarters published information concerning 
clearances for prospective life-insurance agents. That made it clear 
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to all prospective agents, and we gave them copies of this memo- 
randum, that they would have to clear with us on their own, as it 
were, without reference to the European Association of Life Under- 
writers. 

We included in this directive that our headquarters would, and we 
have, in the case of each applying agent, examine him in all or in 
part, and in most cases almost totally with respect to an oral inter- 
view, a written examination, a check through our criminal intelligence 
files and the submission of a personal history statement, and that 
statement is checked by us in detail. 

Mr. Hess. You didn’t permit them to have a book with them in or- 
der to answer the questions ? 

Colonel Ricuarps. They weren’t permitted to have anything sir; 
no, sir. 

Mr. Mitier. Kind of hard on them. 

Colonel Ricuarps. Yes, sir. 

I might condense this briefly. 

The personal history statement requires that similar to a credit 
report reference that vou would furnish to a department store, they 
go into quite some detail as to references pertaining to character and 
also to employers for whom the individual worked for the last 5 years. 

Mr. Bares. What sort of a written examination did you give them ? 

Colonel Ricuarps. Well now, the written examination includes a 
certificate, after they have been given our circular 26, that they have 
fully, under T and L., complied with all of the requirements in there, 
and particularly the rules of solictation. That is the field where we 
have experienced quite some difficulty, as you know. 

Mr. Bares. It is not a knowledge of insurance matters, it is a knowl- 
edge of regulations ¢ 

Colonel Ricnarps. That is correct; right, sir. 

Now, with respect to an examination on insurance matters only, 
we have that available in our office for use whenever required. 

Now, we have accepted from the European Association professional 
tests that they have given. That is the only thing that we have 
accepted from them in recent months. 

Mr. Courrney. That is since December. 

Colonel Ricuarps. That is correct, sir. 

Mr. Courrney. After the subcommittee left. 

Colonel Ricuarps. Yes, sir. 

Mr. Courtney. And up to this time? 

Colonel Ricuarps. All the other things we have done ourselves in 
toto. 

Mr. Bares. But you haven’t used these? 

Colonel Ricuarps. That is correct, sir. 

Now, the next action on the 29th of December 1954, USAREUR 
Headquarters published a directive entitled, “Incorporation of Com- 
mercial Life Insurance Procedures into Troop Information and Edu- 
cation Programs” (appendix A-3). And that directed the attention 
of all commanders down to and including the company-size unit, that 
they would, in an I. and E. program (which incidentally is a program 
given to our soldiers once a week for approximately 1 hour) thoroughly 
explain to them, and in great detail, the pitfalls that might lie in the 
way of those people who buy insurance without a thorough considera- 
tion and proper counselling, and we referred in that, then, to this little 
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pamphlet which we also published (appendix A—4+), which goes into 
great detail. 

Mr. H&éserr. When was this pamphlet published ¢ 

Colonel Ricuarps. This pamphlet was published January 10, 1955. 

Mr. Courrney. That is an explanation, Colonel, without detailing 
it, you will leave the details—— 

Colonel Ricuarps. All right, sir. 

Mr. Courtney. That is an explanation of the subject of insurance, 
what it is, how you buy it, how you pay for it ¢ 

Colonel Richarps. Yes; all about it. 

Mr. Courrnry. And what rights you have, and so forth? 

Colonel Ricuarps. Yes, sir. 

{ might mention in that respect that we included each material 
taken from the book which we used, entitled, “Principles of Insurance,” 
which I have here before me and which we think is perhaps as authori- 
tative a source as we could obtain. 

I might mention further that it is used and considerable reliance is 
placed in it at the Military Academy at West Point. 

Mr. Courtney. The author of the manual is—— 

Colonel Ricuarps. Colonel McDermott, sir. 

Mr. Minter. Who is the publisher? Is it a textbook ? 

Colonel Ricwarps. It is not a textbook, as such, sir. It is published 
by the Military Services Publishing Co., of Harrisburg, Pa., sir. 

Mr. Courtney. But it is used at the Academy, West Point ¢ 

Colonel Ricuarps. I understand that it is; yes, sir. 

Mr. Courrney. Is that right, Colonel ? 

Colonel Leary. Yes, sir. 

Mr. Courrney. For general information on the subject of life 
insurance ¢ 

Colonel RicHarps. Yes, sir. 

Colonel Leary. Yes, sir. 

Colonel Ricuarps. And it ties in with benefits which every individ- 
ual in the service obtains from the Government. 

Mr. Courtney. That brings us down to January 10, 1955? 

Colonel Ricwarps. Yes, sir. 

Mr. Courtney. All right. 

Now will you carry on from there? 

Colonel Ricuarps. On the 11th of January 1955, that was the next 
day USAREUR wrote to the Adjutant General of Department of the 
Army and made a number of recommendations which I would like to 
bring to your attention at this time. (Appendix A-—5.) 

The first one was that responsibility for the determination of which 
companies should be permitted to sell life insurance overseas, that that 
responsibility be assumed by the Department of Defense at that level. 

It further included these recommendations: that Department of 
the Army or higher authority determine those States from which life- 
insurance agents’ licenses should be accepted without further examina- 
tion. 

Mr. Courtney. Mr. Chairman, may I break in right there? 

Mr. Héperr. Yes. 

Mr. Courtney. So that we may orient ourselves. 

The regulations which I assume are still in existence ? 

Colonel Ricwarps. Yes. 
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Mr. Courtney. AR 600-15, provide, that an agent is qualified for 
acceptance in the European Command, for instance, if he is licensed to 
sell insurance in any of the States and territories. 

And that is as I understand it—is or was, the only qualification 
as of the time of which you speak ? 

Colonel Ricwarps. Yes, sir, that is correct. 

Mr. Harpy. Mr. Chairman, I presume we will get back to these 
specific items because that is one that I would like to explore a little 
with the colonel before we finish. 

Mr. Héserr. You may now 

Mr. Courtney. We thought we would go through the events that 
have occurred since we were all together and then get back into detail. 

Colonel Ricuarps. Yes. 

The next recommendation we made to Department of the Army was 
the requirement that a personal history statement, including character 
references, be a requirement of all overseas commanders. 

We, of course, had already put this into effect, but we recommended 
that to Department of the Army. 

Mr. Courtney. By “we,” you mean the Heidelberg Command ? 

Colonel Ricuarvs. USAREUR;; yes, sir. 

And also the requirement that in addition to character references 
that the individual agent submit a list of the employers for the pre- 
vious 5 years, and we had already put that into effect in our own 
headquarters. 

On the 10th of January—I believe I missed this by a day chrono- 
logically—we put out a brief directive within our own G-—1 division 
which required that in all command inspections (Appendix A-6)— 
and we conducted one a month of each area, each area of our command 
in Germany—that he look into the following items: to check first of 
all that there is complete compliance with Army regulations 600-101, 
and Circular 26, published by USAREUR, that there be specific in- 
quiry of unit commanders to ascertain that all rules of solicitation 
prescribed in the above-listed directives are complied with. 

And lastly, whether or not the procedures have been effective 
within that particular unit. 

We were interested in that respect in making further changes if 
they appeared to be warranted. 

On the 24th of February, after one of these command inspections, a 
letter was written to the Commanding General of Western Area Com- 
mand (appendix A-7) advising him that the USAREUR G-1 in- 
spector had determined from questioning that 44 allotments made out 
by members of the 447th Signal Battalion, with the United Life In- 
surance Co. of Texas, had been canceled. 

And we directed a complete investigation into that. 

On the 15th of April General Reber advised our headquarters that 
the investigation had been completed, and we forwarded it to the De- 
partment of the Army (appendix A-8). 

It was found out that there had been abuses of the rules of solici- 
tation and consequently our headquarters permanently barred two 
individuals of the company I mentioned. 

Mr. Courtney. The individual agents? 

Colonel Ricuarps. Two individual agents; that is right, sir. 

Mr. Héserr. What were their names, Colonel ? 
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Colonel Ricuarps. Their names were Mr. William F. Blewett, and 
Mr. Anthony J. Rich, sir. General Reber also found that 3 of his 
United States commanders had been derelict in their duties, and he 
disciplined 3 of them. 

Mr. H&éserr. What were their names? 

Colonel Ricuarps. I regret that I do not have the investigation with 
me, sir, and the endorsements that I have do not include that, but I 
can get it and forward it to you from Germany, sir. 

Mr. Héserr. I wish you would. 

Colonel Ricuarps. All right, sir. (See appendix B.) 

Mr. Héserr. And also the extent of the discipline, exactly. 

Colonel Ricuarps. Very well, sir. 

Mr. Harpy. Mr. Chairman, I think you would need to know the 
nature of the offense for which they were disciplined, too. 

Mr. Héserr. We would like a complete report on that, Colonel. 

Colonel Ricuarps. I might mention, sir, that the complete report 
is now at Department of the Army, and perhaps I could ask the De- 
partment of the Army insurance officer who is sitting behind me to 
give that to the committee. 

Would that be satisfactory ? 

Mr. Courtney. Perfectly. 

Mr. Héserr. That would be the quickest way. 

Colonel Ricuarps. That includes the names of the individuals that 
I mentioned. 

Mr. Hésert. Does he have that with him now? 

Mr. Courtney. Do you have that, Mr. Walter? 

Mr. Watrer. I do not have it. It may be in the building. It has 
not come to my desk yet. 

Mr. Mituer. Will it show the disciplines? 

Mr. Héserr. It will show the names of the individuals, the disci- 
plinary action and for what reason. 

Colonel Ricuarps. That is right; it has everything. 

Mr. Mittrr. The officers responsible, will that be shown in there? 
(This information appears on exhibit B.) 

Mr. He&serr. Yes. 

Colonel Ricwarps. Yes. 

Mr. Courtney. Will you proceed ? 

Colonel Ricnarps. The next action occurred on the 28th of March 
of this year at which time at the monthly major commanders con- 
ference held by General McAuliffe, General Newman had an item 
for that particular conference on the subject of life insurance solici- 
tation to once more bring to the attention of our higher commanders 
the necessity and importance for strict compliance with all the regula- 
tions published by our headquarters. (Appendix A-9.) 

It further advised all commanders of the difficulties encountered in 
the western area command and that additional investigations would 
be made if there appeared to be a high lapse rate that we could un- 
“ er in any particular unit. 

I don’t mean lapse rate, I mean the dropping of allotments, which is 
substantially the same thing. 

On the 30th of March, and basically as the result of our investiga- 
tion in our western area command, we published a letter which di- 
rected the entire command to make a survey of the lapse rate within 
USAREUR. (Appendix A-10.) 
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I might mention that that particular survey—it had to go down to 
a little more than 2,000 units, and I would say as of last week it was 
about—oh, let’s say 95 percent complete. 

Mr. Courtney. Were you able to draw any conclusions from what 
information you received ? 

Colonel Ricuarps. We have not—frankly that is being done this 
week while I am over here. 

We have this conclusion: That the lapse rate has been just a little 
over 16 percent of policies held by our people in any of the approxi- 
mately 20 companies which are now doing business in USAREUR 
Command. 

Mr. Harpy. What does that relate to, 16 percent of what? 

Is it the total in force, amount of sales during the year or what? 

Colonel Ricuarps. It pertains to the number of policies, sir. 

We asked our people, for example, how many policies do you have 
in force with the following companies, then we listed them. 

Then we stated: How many of you have cancelled policies with 
these companies, and then we divided the total into the number of 
cancellations, and it runs a little over 16 percent, sir. 

Mr. Harpy. So that if you got a complete report, you would have 
a comparison of the number of cancellations with the number still 
in force ? 

Colonel RicHarps. That is correct, sir; exactly right, sir. 

Mr. Bray. Mr. Chairman ? 

Mr. Hépert. Mr. Bray? 

Mr. Bray. But that would not show the percentage. 

One year you might have a policy there of 5 years, 10 years, in there, 
and the amount of cancellations would not show those cancellations 
taken out that same year and canceled, would they ? 

It would be materially higher than that. 

Colonel Ricwarps. That I believe is true, sir, except I might men- 
tion that most of these companies have been in business only a short 
time. 

Mr. Bray. I noticed that during the hearings. 

Mr. Harpy. If you compared the number in force at the begin- 
ning of the year with the number in force at the end of the year, you 
would not be able to get a comparison unless you took into account 
the sales during the year. 

Colonel Ricuarps. That is correct, sir. 

Mr. Bray. That is what I was wondering, whether 

Colonel Ricwarps. Well, this was just a one-time survey, sir. 
Whether it will be conducted at other times to show comparisons 
I don’t know, sir. 

That determination has not yet been made, because it is quite a 
long and costly administrative procedure to go from our headquarters 
down to some 2,000 units. 

Mr. Bray. In any event, based on the method that you used, it looks 
as though you had a 16-percent lapse or cancellation 

Colonel Ricuarps. Correct, sir. 

Mr. Bray. Experience? 

Colonel Ricuarps. Yes, sir. 

Mr. Bray. Was that an across-the-board experience with all com- 
panies? 
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Colonel Ricwarps. That is across the board; yes, sir. 

As I say, we have not broken it down; we are able to do so, and 
will do so this week. 

Mr. Bray. Well, now, when you get that completed, is that going 
to represent a complete survey, or is that a sampling process ? 

Colonel Ricuarps. No, sir; that is a complete survey. 

Now we will have to break that down into companies. 

If, for example, any one particular company shows a substantially 
higher lapse rate than others, well, then, General Newman intends 
to, if it appears warranted from that, make further investigations, 
such as we had in Western Area Command. 

And that includes each company-sized unit. 

So we can actually pinpoint the unit, the area, and from that even 
determine the exact agents who worked in that particular area. 

Mr. Bares. May I ask a question ? 

Mr. Heépertr. Mr. Bates? 

Mr. Bates. In determining the lapse rate, as I understand it, your 
ratio, your percentage is a percentage of those which are currently in 
effect, rather than a percentage of all new policies taken out? 

Colonel Ricuarps. That is correct, of those in effect, sir, which 
would include both old and new. 

Mr. Bares. That is right. 

So it would be a lower figure for the total ? 

Colonel Ricwarps. Yes, sir. 

Mr. Bates. Is that the usual way that they determine the lapse rate, 
the way you have done it? 

Colonel Ricuarps. Well, sir, we have not made any specific survey 
in the past to determine lapse rates. 

This is the first we have done, sir. 

Mr. Harpy. If the gentleman would yield, I compliment the colonel 
on using a different formula than that which was used by Mr. Dickey. 

Colonel Ricuarps. Thank you, sir. 

Mr. Bares. The only point I am making, Mr. Chairman, is this, that 
if we are going to make comparisons, they should be on the same basis. 

We do not want to have one as a percentage of the whole and the 
other a percentage of the part. 

Colonel Ricwarps. Right, sir. 

Mr. Bares. As long as we understand what you have done? 

Colonel Ricuarps. All right, sir. 

Mr. Hésert. Continue, Colonel. 

Colonel Ricuarps. On the 25th of March 1955, feeling that perhaps 
we could still help our unit commanders a little more in this particular 
problem, we published a rather comprehensive summation of all direc- 
tives (appendix A-11) including pertinent condensations of the book 
Principles of Insurance, entitled “Responsibility of Commanders, Life 
Insurance,” and sent it to the field, down to and including company- 
size units. 

It is quite a lengthy document. And I might just state that it con- 
tains practically everything in a condensed form that appears in our 
regulations and pertinent parts of this book that I mentioned. 

On the 7th of May 1955, our headquarters directed the commanding 
general of Seventh Army (appendix A-12) to make an investigation 
within 3 companies—I beg your pardon—of 5 different companies 
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where it was indicated from the preliminary reports of the survey that 
“ame in that the lapse rate, or cancellation of allotment rate was 
high. 

That investigation is now going on, and we expect to get results 
of it next month. 

That involves five company-size n units. 

Mr. Bares. What is the volume—— 

Colonel Ricuarps. Sir? 

Mr. Barrs. You say that figure was high, it appears as though it 
was high. 

Colonel Ricrarps. I was in error there. 

May I correct what I just told you? 

On this survey sheet was another column which I did not mention 
to you before which states—and must be answer “Yes” or “No”—“was 
the interview with the life insurance agent requested in writing?” 

That is one of our requirements. And in the five units that I men- 
tioned it was indicated that agents had solicited within those units 
without getting written—without having written requests from the 
individuals for interviews before conducting interviews with them. 

Mr. Hépert. Colonel, I want to interpose just to refresh my mem- 
ory momentarily to what you testified previously. You named two 
suspended agents by name? 

Colonel Ricuarps. I did, yes. 

Mr. Hésert. Did I also remember that you named an insurance 
company which was suspended ¢ 

Colonel Ricuarps. Yes, sir. United Life Insurance Co. 

Mr. Heépert. Suspended at the same time ? 

Colonel Ricuarps. Yes, sir. 

Mr. Hess. For how long? 

Colonel Ricuarps. For 3 months, sir. 

Mr. Hess. And the agents were 

Colonel Ricuarps. Permanently banned, sir. 

Mr. Hess. All right. 

Mr. Bares. Didn’t you indicate that this survey, in the survey you 
just mentioned the cancellations were high, appeared to be high? 

Colonel Ricnarps. About 16 percent. 

As I say, we had not yet made a determination as to whether that 
was high or low. 

I just took that preliminary report as of last Friday before leaving 
Heidelberg, sir. 

Mr. Bares. All right. 

Colonel Ricwarps. On the 25th of May USAREUR Headquarters 
forwarded to United States European Command a policy directive 
(Appendix A-13) for life insurance solicitation within the entire 
European Command which would be applicable to Air Force, Navy, 
as well as Army units. 

I wondered if the committee would like me to mention some of the 
pertinent parts that are in there. 

Mr. Courtney. Just highlight the pertinent parts. 

Colonel Ricuarps. And which we think that General Cook will 
adopt in the very near future. 

Mr. Bray. I would like to ask one question at this time to clarify a 
matter. 

You said that five companies were under investigation. 
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Now you mean that is five company-size units ? 

Colonel Ricuarps. Five company-size units; yes, sir. 

Mr. Bares. Being surveyed ? 

Colonel Ricuarps. Yes, sir, of units which had already been sur- 
veyed ; yes, sir. 

Mr. Héserr. Continue, Colonel. 

Colonel RicHarps. The policy directive, and this incidentally has 
already been cleared with the Navy and the Air Force so that we are 
you might say close to agreement on it and expect publication of it in 
the near future, this would require that Department of Defense, if it 
is approved, would take the responsibility for determining which 
companies will do business overseas. 

It further specifies that each company will be represented by not 
more than 1 general agent throughout the entire EUCOM area and 
will not have more than 6 soliciting agents, that each company will be 
fully responsible and accountable for all activities of both the general 
agent and soliciting agents, and of course that they will comply with 
all the existing directives contained in the regulations from the respec- 
tive services. 

Mr. Hé&serr. I understand what you are now saying is the recom- 
mendation, or rather the recommendations which were made by Gen- 
eral McAuliffe to General Cook? 

Colonel Ricuarps. Yes, sir—well, in part. 

I will come to that, sir, and explain that in a moment. 

And then this would require that in each instance the company and 
the agents would have to register with the respective services. 

Mr. Courtney. You mean Army-Navy or Air Force? 

Colonel Ricwarps. Yes, sir; that is correct, sir. 

In other words, it would make it uniform to eliminate the possibility, 
as may have happened in the past, that an agent could meet our require- 
ments and not meet the Air Force, and vice versa. 

It would be required that each agent would of course have to have 
a valid license from a State, as is now the case, a notarized letter from 
the company which assumes complete responsibility for all actions, a 
completed personal history statement similar to the one that we now 
have in effect in USAREUR, a certificate signed by each individual 
agent advising that he will comply with all regulations, and one other 
thing which has caused us a little bit of difficulty, that furthermore he 
will not engage in any type of business other than the life-insurance 
business within any Army installation. 

We had found some instances where individuals used their regis- 
tration documents to get inside a post and then try to sell cards—— 

Mr. Hess. Such as card tricks and other things? 

Colonel Ricwarps. Yes, sir, other than ethical—— 

Mr. Harpy. Dancing classes? 

Colonel RicHarps. Yes, sir. 

Mr. Bray. Since these actions were started after the committee 
was there, has the percentage of insurance sold been more or less, say 
per month ? 

I thought that might be an interesting study to see what change your 
new regulations and the publicity and what happened has affected 
these insurance sales? 

Colonel Ricuarps. Unfortunately, sir, I do not have that informa- 
tion. 
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I am afraid we do not have any method of obtaining that, sir. 

But I would mention this, that we are reasonably certain that the 
amount of insurance being sold is less, than 1 general agent represent- 
ing 2 companies recently returned to the United States and the 
agency were closed entirely, and that the number of companies that 
are now registered by us USAREUR is 20, and the number of agents, 
62. 

In other words, those figures are both less than they had been, I 
believe, at the time the committee was in Europe. 

Mr. Harpy. Does Mr. O’Haire still come to Heidelberg ? 

Colonel Ricuarps. He comes down occasionally ; we don’t often see 
him. 

Mr. Harpy. Who is the principal contact in Heidelberg ? 

Colonel Ricuarps. Well, when he comes down and he wants infor- 
mation, sir, he comes to our office, the same one as he did before. 

Mr. Heserr. As a matter of fact, there is little reason for him to 
continue to visit since you have disassociated yourselves for all prac- 
tical purposes? 

Cobian Ricwarps. That is correct, sir, except that he does bring 
down sometimes data that he has gotten together at the request of 
individuals and brought it down to us, very much as a messenger and 
substantially that is all, sir. 

Mr. Hénerr. But to all intents and purposes what is the name of 
it, the European Insurance Association is persona non grata 4 

"Colonel Ricuarps. That is substantially true, correct, sir. 

Mr. Harpy. You do not know whether he is still collecting his $1,400 
a month or not? 

Colonel Ricnarps. I have not queried him about that, sir; I have 
no knowledge of that. 

Mr. Harpy. I would have thought that he probably would not have 
volunteered the information. 

Colonel Ricuarps. That is right, sir; yes, sir. 

Mr. Kunun. One question, on that directive. 

Mr. Héserr. Mr. Kuhn? 

Mr. Kuun. Do I understand that that policy directive does not in- 
clude a limitation that one general agent or soliciting agent can repre- 
sent more than one company ¢ 

Colonel Ricuarps. It does include that, that is right. 

Mr. Kunn. It does? 

And he can only represent one company ¢ 

Colonel Ricuarps. That is right. 

Colonel Leary. That is right. 

Mr. Kunn. Both the general agent and the soliciting agent ? 

Colonel Leary. If I may interject here this is the way it reads: 

Each company wil be represented by not more than one— 
in one case— 
one general agent, nor more than six soliciting agents, nor will any soliciting 
agent represent more than one company at any one time. 

Mr. Kuun. But a general agent could represent more than one? 

Colonel Ricuarps. Yes. 

Mr. Héperr. Continue, Colonel. 

Colonel Rictuarps. There will be a requirement included in this 
policy directive that each service headquarters be furnished with 
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evidence of adequate professional and ethical qualifications and also 
evidence of a minimum of 12 months satisfactory life-insurance solici- 
tation experience in the United States, and a clearance from the na- 
tional authorities of the country concerned. 

Now with regard to the rules of solicitation they are substantially 
the same as those which are in effect now. And I might be repetitious 
if | go through them and will not do so unless the committee requests it. 

Mr. Courrney. Colonel, you are going to leave that data? 

Colonel Riciuarps. I can give you any part or all of this, sir; that 
is, have it reproduced for you. 

Mr. Héserr. We would like it reproduced for the committee’s in- 
formation. 

(Exhibit A attached is the data referred to.) 

Colonel Ricwarps. All right, sir. 

The new policy directive very specifically points out also that no 
life-insurance agent or company will receive any type of logistical 
support from any of the services even to the point that they ‘cannot 
receive, possess, or negotiate military payment certificates. 

Another, and perhaps a very significant item, would be the man- 
datory provision that each staff agency of the respective services have 
an officer on the staff, officer or civilian, who is thoroughly competent 
and versed in all the technical aspects of life insurance. 

That, I believe, concludes the significant portions of the policy 
directive. 

Mr. Héserr. Did youtouch onthe allotments? I don’t think I heard 
you say sae at about it, which was a very important recommenda- 
tion to General McAuliffe. 

Colonel Ricwarps. I would like to mention with respect to that, sir, 
that General McAuliffe would like to put that into effect, but feels 
that until the Army regulations are changed, that that c: innot be done. 

Mr. Courrney. When you say “put that into effect” , you mean the 
proposal that no allotments be permitted within the first year of the 
existence of the policy ? Q 

Colonel Ricuarps. ‘That is right, sir, that that cannot be done under 
existing regulations which we must abide by. 

Mr. Courtney. But nonetheless that was his recommendation ? 

Colonel Ricuarps. Yes, it was his recommendation. 

Mr. Courrney. It has not been changed or altered ¢ 

Colonel Ricwarps. That is correct, sir. The reason it was not 
changed in this proposed policy directive is that both the Air Force 
and the Navy wanted the allotment system to be continued as it is. 
So the decision will have to be made by USEUCOM. 

Mr. Courtney. Colonel, do I understand then that the recommen- 
dations which you have highlighted one by one have the concurrence 
of Army, Navy, and Air Force? 

Colonel Ricnarps. That is correct, sir. 

Mr. Courrney. That is as of the moment ? 

Colonel Ricuarps. That is correct, sir. 

Mr. Courrnry. Requiring only the final implementation here in 
Washington ? 

Colonel Ricwarps. Requiring implementation by USEUCOM, but 
they in turn will have to get clearance on an item or two from the 
Department of Defense. 
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Mr. Courrney. The Department of Defense? 

Colonel Ricuarps. Yes, sir. 

Mr. Héperr. Now, the Navy and the Air Force do not agree with 
General McAuliffe on his recommendations insofar as allotments are 
concerned 4 

Colonel Ricuarps. That is correct. 

Mr. Heserr. But it is significant, I think, however, that except for 
a negligible number of people in Europe, only the Army is concerned 
with the allotment system. 

Colonel Ricuarps. Well, it is primarily the Army, sir, although the 
Air Force, too, has a considerable number of people there. The Navy 
of course does not, sir. 

Mr. Heperr. It is negligible / 

Colonel Ricuarps. Yes, sir. 

Mr. Heperr. In other words, you are in the position of the “tail 
wagging the dog”; the people who are mostly concerned and who have 
been the particular focus of the committee at the moment is the Army 
situation in Europe / 

Colonel RicHarps. Yes, sir. 

Mr. Heverr. And then the Army says that they would like the 
quota system-—the allotment system, rather, deferred for the first 
year of the policy / 

Colonel Ricuarps. Correct. sir. 

Mr. Heserr. And the Air Force and the Navy, which doesn't have 
as much interest in it, is taking a negative view / 

Colonel Ricwarps. Exactly, sir. 

Mr. Henerr. Wouldn't it be possible for the Army to issue its own 
regulations as far as the EF —— theater ts concerned ? 

Colonel Ricnarps. Well, sir, we have a directive from USEUCOM 
to write up and coordinate w thi he other services the police v clirective 
which I referred to. Therefore, we must abide by the USEU¢ ‘OM 
decision in that matter. sir. 

Mr. Heperr. | recognize that. but this is an example of carrying 
unification a little bit too far. I think, with two other services who 
are hot so vitally involved to overrule the service whieh is involved. 

Mr. Bray. Mr. Chairman. 

Mr. Heserr. Mr. Bray. 

Mr. Bray. L also make the observation too that there is a material 
difference in the method of handling pay accounts between the Navy 
nnd the Army. You don't have to change vour method of pav to meet 

vhat the Navy does, do you 4 

Colonel RicHarps. No, sir. 

Mr. Bray. I don’t frankly see how that has any connection what 

soever with the matter of policy. You and I both know that in scores 

of instances in policy ~Seirag is handled differently. 

Colonel Ricuarps. Yes. si 

Mr. Bray. T can’t see why this matter, which is very import: unt 
especially to you, that you s hould suddenly decide to have tnification 
when I say “vou,” I am not talking about you personally—when you 
haven't shown interest in any other place that I know of— 

Colonel Ricrarps. Sir, I am not competent to answer that. 

Mr. Harpy. Colonel, do you know whether or not the Association 
of European Life Underwriters is still functioning anywhere in 
Europe among the military services ? 


pt. 5——4 
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Colonel Ricnarps. To the best of my knowledge it is not, sir. 

Mr. Harpy. Are you aware of its activities among Air Force in- 
stallations, for instance? Have vou had any recent contact with your 
counterpart in the Air Force in discussing this general situation as it 
affects the Air Force? 

Colonel Ricuarps. 1 have not, myself, sir. But maybe Colone! 
Leary could answer that question better, sir. 

Colonel Leary. Sir, on the 24th of March we held a conference with 
representatives of the Air Force and the Navy and ourselves prin- 
cipally te drawing up this draft policy directive, and, of course, that 
took over the general matter of life insurance. There was no specific 
mention of the European Association of Life Underwriters at that 
Clme, 

Mr. Harpy. That is just the point. So you don’t know whether Mr. 
O’Haire may actually be in operation in Weisbaden 4 

Colonel Leary. No, sir: we do not know that asa fact. 

Mr. Harpy. You have no direct knowledge as to what the activities 
of the Kuropean Life Underwriters might be with respect to either the 
Air Force or the Navy, is that correct ? 

Colonel Leary. Direct knowledge, no, sir: we do not. 

Mr. Harpy. Mr. Chairman, maybe the Air Force in Washington is 
not aware of a similar problem over there. Maybe we ought to go 
back and take a look at what the Air Force is doing. It may be they 
still have this problem and maybe the top officers over there are not 
aware of it. So I think maybe we are neglecting our duty not to give 
them a good opportunity to find out what is happening in their 
bailiwick. 

Mr. Héserr. I will assure Mr. Hardy that the committee will find 
out what the Air Force knows or doesn’t know. 

Mr. Hess, do you want to ask a question ? 

Mr. Hess. I just wanted to say this, Colonel Richards, and also 
Colonel Leary, I think you are to be commended, you individually 
and the command over there, for the early action that was taken after 
the committee was there in December, last, within a few days after 
the committee left. You knew how the committee felt about a lot of 
these things, and you proceeded immediately to make corrections 
there. It is very seldom that we get the cooperation of the armed 
services the way you have given in this instance. 

Colonel Leary. Thank you, sir. 

Mr. Harpy. I would like to join with Mr. Hess in those observations. 
I think this is a very fine report that the Colonel is making here. 1 
was sort of hoping that maybe we could clear up any possible situa- 
tion that might exist in the Air Force. 

Mr. Héverr. We will do that. 

Colonel, will you also convey to General McAuliffe the compliments 
of this entire committee for the manner in which he has handled the 
situation ? 

Colonel Leary. Yes, sir; I shall. 

Mr. Hépert. And tell him we are very very well pleased with him. 

Colonel Leary. Yes, sir. 

Mr. Hess. When did you relieve Colonel Smith, Leary ? 

Colonel Leary. I came to USAREUR headquarters on the 3rd of 
January and actually relieved him around the 10th of January when 
lie left. 
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Mr. Courrnry. Colonel Richards, you are G-1 ¢ 

Colonel Ricuarps. Chief of the Discipline Section, sir: yes, sir. 

Mr. Courrney. And you, Colonel Leary, occupy Colonel Smith’s 
former job ? 

Colonel Leary. Yes, sir. 

Mr. Hess. Had you had any insurance experience before you took 
over ¢ 

Colonel Leary. No, sir. 

Mr. Hepnerr. Is that all? 

Mr. Courtney. Are there any other matters, Colonel, either Colonel 
Richards or Colonel Leary / 

(No response. ) 

Mr. Courrney. Mr. Chairman, Mr. Ralph Pittman, who has ap- 
peared at various times with the suocommittee in its public sessions 
has requested permission to hand to the subcommittee the legislation 
recently enacted by the Texas Legislature. He advises us of the 
improving and strengthening the laws of Texas with respect to life- 
insurance companies and their financial responsibility, and the like. 

With your permission, Mr. Chairman, I have told Mr. Pittman that 
that information might be received as part of the committee files on 
the subject of insurance. ~ 

Vir. Heperr. It will be rece ived, without objection. { Appendix ( 
D, E, F.) 

Thank you very much, Colonel, for your appearance here today. 

Colonel Ricuarps. Yes, sir. 

Mr. Héserr. We understand we are going to get the complete report 
on the dise iplin: uy action of the three officers ? 

Colonel Ricuarps. Yes, sir. 

(This information appears as appendix B.) 

Mr. Hésert. We will have that soon, I hope. 

Colonel Ricnarps. I think tomorrow, sir. 

Mr. Heéperr. Fine. 

Mr. Courtney. Colonel, if you will, will you leave with us as part 
of our files for incorporation in the report, if it becomes necessary, 
the documents to which you have made reference ? 

Colonel Ricuarps. Yes, sir. I shall have to have these reproduced, 
sir. This is brought from my file. 

Mr. Courtney. I understand.’ At your convenience. 

Colonel Ricuarps. Yes, sir; in a day or two, sir. 

Mr. Courtney. That is all right. 

Mr. Héserr. Thank you. You are excused. 

The committee will be in recess for 5 minutes. 

Mr. Courrney. Mr. Chairman, we have a report to accompany the 
exchange of letters between various insurance companies and the com- 
mittee, which requires consideration in executive session, Mr. Chair- 
man. 

Mr. Hépertr. The committee will then go into executive session. 

(Whereupon, the subcommittee proceeded into executive session. ) 
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APPENDIx A-1 


HEADQUARTERS, UNITED STATES ARMY, EUROPE 
APO 403 
AG 333 IGI-AGO DECEMBER 13, 1954 
Sbject: USAREUR Special Subject for Inspection, Fiscal Year 1955. Supervision 
and Administration of Commercial Life Insurance Activities in United 
States Army, Europe. 
To: Addresses Indicated in Distribution. 
1. Reference is made to: 
(a) AR 600-101. 
(b) USAREUR Circular 26, 1953. 

2. It is requested that all USAREUR inspectors general make careful inquiry 
into the supervision and administration of commercial life insurance solicitation 
and transactions within United States Army, Europe, throughout the remainder 
of fiscal year 1955. Comment concerning this subject will be included in reports of 
inspections. 

$y command of General Hoge: 

H. ©. ANDREWS, 
Major, AGC, Assistant Adjutant General. 





APPENDIx A-2 
HEADQUARTERS, 
UNITED STATES ARMY, EUROPE, 
December 15, 1954. 
INFORMATION CONCERNING CLEARANCES FOR PROSPECTIVE LIFE INSURANCE AGENTS 

1. In addition to requirements of AR 600-101 and USAREUR Circular No. 26, 
as changed, each general agent and soliciting agent applying for a letter of 
clearance from this headquarters will be requested to accomplish the attached 
certificate and personal history statement form. 

2. This headquarters considers the standards of ethical and professional 
qualifications as set forth in the Constitution and By-Laws of the European 
Association of Life Underwriters to be adequate. Therefore, a recommendation 
from this Association concerning an applicant will be entertained. For agents 
who have or seek membership in the Association or who voluntarily submit 
their qualifications for examination thereby, it is understood that the Associa- 
tion will undertake to determine in each case the possession by the applicant of 
the qualifications listed in paragraph 8a (2) and (3) of USAREUR Circular 
No. 26, 

3. Membership in the Association will be deemed prima facie evidence of the 
possession of adequate professional and eithical qualifications. However, mem- 
bership in the Association is not required, nor will such membership exempt the 
agent from further check by this headquarters as to his character and profes- 
sional qualifications. 

1. From the data contained on the certificate, personal history statement and 
other appropriate sources, this headquarters will, independently of the Associa- 
tion, investigate and determine the possession of further attributes and qualifica- 
tions of each general agent and soliciting agent. 

5. In addition, where the individual concerned does not desire to seek member- 
ship in the Association, or to voluntarily submit his qualifications for deter- 
mination of professional and ethcal evaluation by the Association, G—1, this head- 
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quarters, will determine the professional qualifications, or such portion as may 
be considered necessary, of such applicant through: 

(a) Oral interview. 

(b) Written examination. 

(c) Verification of and/or investigation of data supplied on Personal History 
Statement. 

(d) Other available information sources. 


HEADQUARTERS UNITED STATES ARMY, EUROPE 
APO 403 


(Date) 
CERTIFICATE 

I have read and fully understand USAREUR Circular No. 26 and understand 
that any violation of or failure to comply with the provisions of that regulation 
may result in the revocation of my privilege to solicit life insurance business 
within the US area of responsibility in Germany (including the Western Area 
Command). 


(Signature) 


‘(Named Typed ) 
(Passport No.) a (License No.) 
(Company) ee ney 
~TARTERS, UNITED STATES ARMY, EUROPE 
APO 403 


PERSONAL History STATEMENT 


Name last first middle ~~~ Social Security Number = 

















~~"""" Present address streetandnumber i (iti‘s:~™S City or Postal Address ¢ 
= ‘Legal or Voting Residence (in United States) Date of Birth (month, day, year) an 
rs Place of Birth (city and State, if born outside U. S., name city and country) aa 
FORMER RESIDENCE ADDRESSES IN U. §&, 
From— To— 
Dict Sdebttwadaceeh oun akde ace hsne>eaenetcunaadabeadcsseanlennseeacbucaewkenecntotaaen = 
iba ele ee tidigddiiibdighrnndappracatanaouieas t ree 
is easxerearstppenh be neritanien tice lntpcaalninaanns di senajon Cixee maine cpirinieinkh ess = A 
O) Married (J Single --__----- = Ro Ee ere el a oak pee easel a eh ees 
Height Weight Color of Hair Color of Eyes 
MILITARY SERVICE 
Dates 
ae Unit Description of service 
from to | 
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LIST, IN CHRONOLOGICAL SEQUENCE, EMPLOYMENT FOR PRECEDING FIVE YEARS 


Employer Address | Job description From To Immediate superior 





LIST THREE CHARACTER REFERENCES WHO ARE NOT RELATED TO YOU 





Full name Business or home address | Occupation 








acter, qualifications, eic.? I NO io en a Sec, foe eee 
Are you a citizen of or do you owe allegiance to the U nited States? . oo 
Have you ever been discharged, or forced to resign, for misconduct or 

unsatisfactory service from any position? enacts we Je 
Space for detailed answers or explanation 0S RLS AES RATE ate 

I certify that the statements made by me in this statement are true, complete, 
and correct to the best of my knowledge and belief, and are made in good faith. 


ESTE REE iy oo I ee 





APpPENDIx A-3 
HEADQUARTERS, UNITED STATES ARMY, EUROPE 


AG 019 IGI-AGO APO 403 
29 DECEMBER 1954 
Subject: Incorporation of Commercial Life Insurance Procedures into Troop 
Information and Education Programs. 
To: Addressees Indicated in Distribution. 
1. Reference is made to: 
(a) AR 600-101. 
(b) SR 1-35-1. 
(c) USAREUR Circular 26, 1953. 
(d) USAREUR Circular 137, 1952, 

2. It is requested that, for the remainder of FY 1955, all commanders take 
action to include in troop information and education schedules instruction per- 
taining to the policies and procedures whereby personnel may obtain commercial 
life insurance in this command. This coverage should insure that all personnel 
of the US Armed Forces in the command who desire assistance in the purchase 
of commercial life insurance and/or planning of their commercial life insurance 
needs are thoroughly informed as to the required procedures for obtaining proper 
and legitimate assistance from qualified insurance agents in the command. 

3. Information to supplement that in the directives referred to in paragraph 1 
will be published in the February 1955 issue of the USAREUR Information Bulle- 
tin for the use of commanders in conducting this instruction. 

By command of General Hoge 

H. C. ANDREWS, 
Major, AGC, Assistant Adjutant General, 





APPENDIX A-—4 


LIFE INSURANCE ANNOUNCEMENT 


Life insurance offers a practical method of creating an estate for the depend- 
ents in most American families, and particularly Service families. Government 
insurance and related benetits provide for their financial protection to some 
degree. Among these, the Government provides you with a $10,000 indemnity 
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(free life insurance) while you are in active Federal Service. This may be 
converted to National Service Life Insurance when you are separated from the 
Service. In order to cover the gap that remains unfilled by these benefits, com- 
mercial life insurance presents the means most frequently used. For the unmar- 
ried soldier, life insurance may be the means of providing for members of his 
family for whom he has responsibility. 

It is for those of you who are thinking of enlarging your life insurance coverage 
or who may consider purchasing life insurance at some future date that this 
announcement is made. 

At USAREUR Headguarters, all life insurance policies proposed to be offered 
to military personnel on installations within Germany are checked to determine 
that the required reserve and nonforfeiture values are included in such policies, 
and that the policies clearly indicate the existence or exclusion of restrictive 
clauses or provisions such as war clauses, geographic limitations, and aviation 
exclusion provisions. 

USAREUR protects you further by providing agents of approved companies 
with letters declaring their company’s eligibility to write commercial life insur- 
ance for personnel of the US Army stationed in the Federal Republic of Ger- 
many. Such a form letter appears in Annex A, Circular #26, dated 1 August 
1953. 

Agents applying for permission to solicit commercial life insurance in Germany 
are required to furnish to the Commander in Chief, USAREUR, a notarized letter 
signed by an authorized official of the company, indicating that the agent is 
authorized to solicit for that company, and that the company assumes full respon- 
sibility for the actions of its agents. All agerts must show proof of a valid 
license to solicit insurance in a State in the United States or the District of 
Columbia. Evidence of adequate professional and ethical qualifications to engage 
fin the sale and service of life insurance must be shown. When the above facts 
have been ascertained by USAREUR, a letter of clearance is issued. (See Annex 
B, Circular #26, USAREUR, dated 1 August 1953.) In addition, the following 
steps are required to insure proper procedures in the sale of insurance. 

Agents must obtain written clearance from commander of areas and subareas 
in which they wish to do business. 

All solicitation and sale of commercial life insurance is required to be done 
on an individual basis, limited to individual appointments made at the written 
request of the prospective customer. 

No financial benefit or other valuable consideration will be offered (or accepted 
by) military or civilian personnel from representatives of commercial life insur- 
ance companies. This does not include advertising material, such as pens, 
pencils, notebooks, etc., normally with a value of less than $1.00. 

All commanders concerned must regulate solicitation of life insurance within 
their commands, avoiding discriminatory practices. 

Paragraph 3n of AR 600-101 provides that the applicant for life insurance 
will receive certain vital information regarding the policy applied for. Such 
information, usually filled in on a “policy information sheet” by the insurance 
agent, should be discussed by the applicant with the unit insurance officer for 
a careful review and evaluation of the data, to the end that the applicant is satis- 
fied that as much consideration and thought has been given to the purchase of 
the policy and the company involved as he would give to purchasing stocks, bonds, 
or other valuable commodities. 

To meet the above responsibility and to give adequate briefings on life insur- 

ance and Government benefits, each insurance officer should be provided with a 
copy of the book entitled “Principles of Insurance and Related Government 
senefits for Service Personnel,” by Colonel Robert F. MeDermott, USAF, and 
Associates in the Social Sciences, Department of Social Sciences, US Military 
Academy, West Point, New York. This book is on sale at all Stars and Stripes 
newsstands. 

Other references include: 

AR 600-101 dated 31 August 1953. 

VA Pamphlet 9-3, September 1953. 

SR 1-35-1, 23 November 1949. 

SR 35-810-1, 3 March 1951, and changes 1 and 2 thereto. 

SR 35-1550-1, 9 August 1954. 

There have been no known losses resulting from default by any recognized 
company to policyholders or beneficiaries holding policies purchased in this com- 
mand. However, many individuals have allowed their policies to lapse, thus 
causing loss to themselves. A critical period in this respect arises when an 











354 SALES OF COMMERCIAL LIFE INSURANCE 


individual leaves the Service and fails to pick up the payment of premiums that 
had formerly been paid by allotment. 

It is the responsibility of the commanders concerned to ensure that competent 
advice and clear understanding to the soldier concerned is obtained during the 
orientation and accomplishment of the statement required by par. 4c of AR 
600-101, which statement becomes a part of the soldier’s official 201 file. 

The military service does not indorse or recommend any company, its agents, 
or its life insurance plans or policies. It is emphasized that reputation and 
standing of your insurance company should be considered as carefully as the 
make of the car you buy, and your policy read with the painstaking care you read 
any financial contract you sign. Therefore, an individual who purchases life 
insurance must finally determine for himself whether he is satisfied with the 
company and the form of insurance coverage that its policies offer him. 





APPENDIX A-5 
AG 019/a GPA APO 403 
11 Jan 1955 
Subject: Transmittal of Record of Hess Subcommittee Investigation of Commer- 
cial Life Insurance Operation in Europe 

To: The Adjutant General, 

Department of the Army, 

Washington 25, D. C. 

1. During the period 6-S December 1954, the House of Representatives Sub- 
committee on Defense Activities, under the chairmanship of the Honorable 
William E. Hess, conducted a hearing in this command for the purpose of investi- 
gating the policies and procedures in effect within USAREUR pertinent to 
the sale of commercial life insurance to members of the U. 8S. Armed Forces, 
the operating policies of the European Association of Life Underwriters, and 
the practices and status of life insurance companies and agents soliciting within 
this command. 

2. A verbatim transcript of the record of the committee hearing in Head- 
quarters, USAREUR, Heidelberg, 6 and 7 December 1954, and Headquarters, 
USAFL, Wiesbaden, 8 December 1954, is attached herewith. (Inclosure 1.) 

3. In preparing for the hearing, this headquarters compiled a brochure of 
eurrent Army directives governing solicitation of commercial life insurance and 
data pertaining to available witnesses to facilitate the conduct of this hearing. 
Attached is a copy of the brochure submitted to Mr. Hess at the opening of the 
hearing. (Inclosure 2.) 

4. Attached as inclosure is a résumé of the hearing and a summary of the 
testimony with comments and supplementary information which includes the 
following: 

(a) A brief summarization of investigations of violations of life-insurance 
regulations initiated by this headquarters. (Annex of Inclosure 3.) 

(b) Detailed comment on Mr. Walter W. O’Haire’s connection with the member 
companies of the European Association of Life Underwriters and his compensa- 
tion as Executive Secretary of the Association. (Annex B of Inclosure 3.) 

(c) Annotations on Mr. Albach’s testimony before the Subcommittee and 
other background data (Annex C of Inclosure 3). 

(d) Brief descriptive comment on Mr. Ashley and the relatively low caliber 
of representaives of American Standard Life Insurance Company. (Annex D 
of Inclosure 3.) 

(e) Mr. O’Haire’s statement concerning his attorney and client relationship 
with the firms selling slot machines in Europe. (Annex E of Inclosure 3.) 

Also included are dates and events pertinent to the evaluation of current 
policies and procedures pertaining to the sale of life insurance. 

5. It is believed the hearing disclosed that this headquarters is properly 
implementing the provisions of AR 600-101. Furthermore, it is felt that Circular 
26, as changed, subject : “Commercial Life Insurance,” promulgated by this head- 
quarters, adequately complies with AR 600-101, and that since the implementa- 
tion of this directive, there has been definite and constant improvement in the 
adherence to Department of the Army prescribed rules and proccedures. How- 
ever, uniform compliance by all commanders and unit insurance officers con- 
cerned, to the level desired, has not been fully obtained. Emphasis on such 
command responsibility is being taken through the medium of a TI & E Com- 
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mander’s Announcement, which has been scheduled for February 1955 (Inclo- 
sure 4). Also, more extensive checks are being made during scheduled annual 
general inspections by Inspectors General at all levels. On 15 December 1954, 
this headquarters adopted a new SOP pertaining to the clearance and recognition 
of prospective life insurance agents (Inclosure 5). This SOP is in addition to 
the procedures required by AR 600-101 and USAREUR Circular 26, as changed, 
and is being implemented with respect to all agents currently recognized by this 
headquarters. Further, a command letter, detailing the responsibilities of com- 
manders of regiment, battalion and company-size units, and of the unit insurance 
officers, with respect to life insurance solicitation, is being prepared for early 
publication. 

6. If, however, in view of possible critical findings by the Subcommittee being 
directed at certain insurance companies, the Department of Defense feels it 
necessary to prescribe specific classes or categories of companies to be recognized 
as eligible to offer policies to military service personnel, it is resommended that 
major overseas commands be advised that complete responsibility for the deter- 
mination for such companies has been assumed by the Department of Defense. 

7. It is further recommended that consideration be given to the adoption of 
the following additional provisions, to be accomplished by appropriate changes 
to AR 600-101: 

(a) Identify those States from which life-insurance agents’ licenses shall be 
acepted without further examination or the application of other procedures 
pertaining to professional qualifications. 

(bo) Require that a personal history statement, including at least three char- 
acter references, be furnished by all-agents, to major overseas commanders. 

(c) Require that each agent seeking clearance to solicit submit written state- 
ments from each of three business men for whom he has worked or has had close 
business connections. 

(d) Require major overseas commanders to make written inquiry into at least 
three character references, referred to in “‘b’ above. 

For the Commander in Chief: 

Bruce EASTLEY, Jr., 
Brigadier General, USA, Adjutant General. 





APPENDIx A-6 
HEADQUARTERS, UNITED STATES ARMY, EUROPE 
Office of the AC of S, G—1, Personnel, Personnel Services Branch 


10 JANUARY 1955. 


Memorandum for: Deputy AC OF S, G—1, Operations 
Subject : Command Inspection Check List 


4. It is recomemnded that “commercial life insurance” be added to the inspec- 
tion check-list and that the following specific items be inquired into by G-1 
representative : 

(a) Are AR 600-101, USAREUR Circular 26 with Change 1, and USAREUR 
Letter, subject: “Responsibilities of Commanders: Life Insurance Solicitation,” 
on hand? 

(b) Are unit commanders complying with provisions of paragraph 4 of 
USAREUR Circular 26; and are rules of solicitation prescribed in paragraph 
4 of AR 600-101 and paragraph 9 and 11 of Circular 26 being enforced? 

(c) Have effective procedures been established to insure the implementation 
of provisions of USAREUR letter cited in sub-paragraph a, above? 

* * & * . » 4 
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APPENDIX A-7 
APO 403 
Subject: Investigation 24 Feb 1955 
To: Commanding General, Western Area Command, APO 227, US Army 

1. During the recent USAREUR Command Inspection of your command, in- 
formation was presented which indicated that of forty-four (44) allotments 
made out by members of the 447th Signal Battalion in favor of the United Life 
Insurance Company of Houston, Texas, twenty-five (25) have been cancelled. 

2. It is desired that your Headquarters conduct an investigation of this 
situation without delay. Items to be covered in the investigation will include 
the individual private questioning of those men who cancelled their allotments 
to determine whether “sharp practices” were employed by the soliciting agent; 
whether any promises were made which would constitute an unethical approach ; 
the reason why the United Life Insurance Company policy was selected rather 
than one from another company ; and finally the reason for cancelling the allot- 
ments. 

3. If it appears appropriate, all purchasers of policies of the cited company 
should be queried in an attempt to ascertain whether or not any violations of 
current USAREUR regulations were committed. 

4. The names of any other soliciting agents of the United Life Insurance 
Company operating in your command should be listed in your report of the 
investigation. 

By Command of Lieutenant General McAuliffe. 
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{ist Endorsement] 
AG 019 CG (24 Feb 55) 15 Apr 1955 
Subject: Investigation. 
Headquarters, Western Area Command, APO 227, United States Army. 
To: Commander in Chief, United States Army, Europe, APO 403, United States 
Army. 


1. Complied with. Attached hereto is the report of investigation of the Inspec- 
tor General, this headquarters, with an approving comment indicating the action 
taken at this level. 

2. It is recommended that the Commander in Chief, United States Army, 
Europe: 

(a) Take action to permanently bar Mr. William F. Blowett and Mr. Anthony 
J. Rich from soliciting life insurance on any military installation under his 
command. 

(6) Take action to bar the United Life Insurance Co. of America from soliciting 
within any military installation under his command for a period of three months. 

3. It is requested that the attached report of investigation be forwarded to the 
Adjutant General, Washington 25, D. C., as required by para 5 a and b, AR 
600-101, dated 31 July 1953. 

4. A survey has been conducted to determine whether similar malpractices 
exist in other units of this command. A preliminary study of this survey 
indicates that there have been no other similar instances. 


Mies REBER, 
Major General, USA, Commanding. 


OFFICE OF THE COMMANDING GENERAL, 


April 15, 1955. 
MEMORANDUM FOR THE RECORD 


1. Approved, however, the punishment recommended in the case of CWO Grady 
McKay is considered inadequate and a forfeiture of pay will be imposed in addi- 
tion to the reprimand. 

2. The following action has been taken to implement the recommendations as 
approved : 

(a) Action has been taken to permanently bar the agents, Mr. William F. 
Blewett, and Mr. Anthony J. Rich, from soliciting life insurance on any military 
installation under the jurisdiction of Western Area Command. The recom- 
mendation has been made to the CINC, USAREUR, that he take similar action 
with respect to the installations under his command. 
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(b) Action has been taken to ban the United Life Insurance Company of 
America from soliciting within the limits of any military installation under the 
jurisdiction of Western Area Command for a period of three (3) months, effective 
upon the receipt of the notification of suspension by Mr. Joseph P. King, the 
General Agent of United Life Insurance Company of America. The recommenda- 
tion has been made to the CINC, USAREUR, that he take similar action with 
respect to the installations under his command. 

(c) Action has been initiated under the provisions of Article 15, Uniform Code 
of Military Justice, to reprimand both Captain George I. Potter and Captain 
Lyman E. Sawyer. 

(d) Action has been initiated under the provisions of Article 15, Uniform Code 
of Military Justice, to reprimand CWO Grady McKay and to impose upon him an 
appropriate forfeiture. 

MILeEs REBER, 
Major General, USA, Commanding. 


[2d Endorsement] 


HEADQUARTERS, UNITED STATES ARMY, EUROPE, 
APO 403, New York, N. Y., 
Apr. 28, 1955. 
To: The Adjutant General, Department of the Army, Washington 25, D. C. 
Attn: AGAO-OC 
1. The attached report of investigation is forwarded as required by paragraph 
5a, AR 600-101, 31 July 1953. 
2. Letter advising general agent concerned of action being taken by this head- 
quarters is attached for information as inclosure 5. 
For the Commander in Chief: 
W. A. WASSON, 
Lieutenant Colonel, AGC, Assistant Adjutant General. 





APPENDIx A-9 


ITEMS FoR CINCUSAREUR’s Montnity HICOG—ComMMANDERS CONFERENCE 
MarcH 28, 1955 (UNCLASSIFIED) LirE INSURANCE SOLICITATION 


A USAREUR command letter published 29 December 1954 directs the incor- 
poration of commercial life insurance procedures into the Troop Information and 
Education program for the remainder of fiscal year 1955. An insurance summary 
appeared in the USAREUR Information Bulletin of 10 January 1955, stressing 
necessary procedures to insure compliance with pertinent regulations by insur- 
ance companies and their agents. 

It must be recognized that the ultimate control of an agent’s actions rests at 
company and battery level and at that echelon, with the heavy trunoved in key 
personnel, continuity of control is most difficult unless positive steps are taken 
by commanders at all levels to prevent a gap in that continuity. 

To assist company and battery commanders to exercise the necessary control, 
USAREUR has published a letter, subject: “Responsibilities of Commanders; 
Life Insurance Solicitation,” which contains a simple but detailed procedure for 
dealing with agents.. A copy of this letter will be handed to you as you leave 
the conference room. 

Inspectors General have been directed to make a careful inquiry into the super- 
vision and administration of commercial life insurance, and to comment on this 
specifically in their reports. This subject is also on the checklist for 
USAREUR command inspections. 

On a recent command inspection it was discovered, based on cancellation of 
allotments, that of 44 life insurance policies sold by the United Life Insurance 
Company of America, Houston, Tex., in the 447th Signal Battalion at Pirmasens 
in the Western Area Command last fall, 25 or the 44 have been subsequently 
eanceled. 

In an Inspector General’s investigation now being completed, it appears there 
was a flagrant violation of regulations by the agents, and a failure to comply 
with regulations by commanders at company level. These violations were a 
major factor in the high cancellation rate. Action to bar that insurance company 
and its agents from further operation in USAREUR is being considered, and I 
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may add, consideration is also being given to command action for the officer 
failures to comply with regulations. 

Your cooperation is requested in reporting violation of regulations, and in 
proper command action against officers who fail to comply with regulations and 
the repeated directives on this matter of the sale of commercial life insurance. 
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HEADQUARTERS, UNITED STATES ARMY, EUROPE 
APO 403 
AG 019 GPA-AGO. 30 March 1955 
Subject: Commercial Life Insurance Data (Reports Control Symbol. AEGPA- 
(OT )-232) 
To: Addressees Indicated in Distribution. 

1. The report, Commercial Life Insurance Data (Reports Control Symbol 
AEGPA-—(OT)-232), will be prepared by all commanders at company or separate 
detachment level, on the form shown in Inclosure 1, within seven working days 
after receipt of this letter. 

2. Entries will be typewritten or made in ink and will be based on personal 
interviews with the individuals concerned, and not on an examination of personnel 
files. (Examination of records to verify or supplement information from inter- 
views may be used to the extent desired.) 

3. The forms may be reproduced locally; no variations in size or context will 
be made. 

4. Reporting unit or detachment commanders will sign all forms prior to for- 
warding them through command channels to this headquarters (Attn: G1). 
Reports will not be consolidated at successive command echelons; they will be 
packaged, by units, and will be forwarded with the least practicable delay. 
Negative reports will be submitted. 

5. It is requested that intervening headquarters expedite the forwarding of 
these reports. Evaluation and collation of the information will be made at this 
headquarters. 

6. This letter is rescinded effective 15 April 1955, unless sooner rescinded or 
superseded. 

By Command of General McAuliffe: 

WILLIAM D. DULANEY, 
1st Lt., AGC, Assistant Adjutant General. 


Note.—This letter will be disseminated in accordance with USAREUR letter, 


AG 312.3 AGO, 31 January 1955, subject: “Distribution of Multiple-Addressee 
Letter Directives.” 
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Commercial life insurance data—May 25, 


Name of company 


American Independence Life Insurance Co., 
Houston, Tex__- 

American Life Insurance Co., Birmingham, Ala 

American Savings Life Insurance Co., Fort 
Worth, Tex_- 

American Standard Life Insurance Co., Fort 
Worth, Tex 

American Trust Life Insurance Co., Wichita 
Falls, Tex 

American United Services Insurance Co., 
Houston, Tex : 

Bankers Life Insurance Company of America, 
Dallas, Tex 

Continental Life Insurance Co., Fort Worth, 
Tex 

Great Southwest Life Insurance Co., Phoenix, 
Ariz 

Guaranteed Security Life Insurance Co., Fort 
Worth, Tex 

Independence Insurance Co., Fort Worth, Tex 

Life Insurance Company of America, Dallas, 
Tex... 

Life Insurance Society of America, Birmingham, 
Ala 

Mid-Continent Life Insurance Co., Fort Worth, 
Tex 

Mutual Savings Life Insurance Co., Decatur, 
Ala 

National Educators Life Insurance Co., Fort 
Worth, Tex 

National Fidelity Life Insurance Co., Kansas 
City, Mo 

Pioneer American Insurance Co., Houston, Tex 

Service Life Insurance Co., Fort Worth, Tex 

Trans-American Life Insurance Co., Fort 
Worth, Tex_- : 7 

Union Life Insurance Co., Little Rock, Ark 
Inited Life Insurance Company of America, 
Houston, Tex_.__----- Anabitkadde. Mosasthed 
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HEADQUARTERS, UNITED STATES ARMY, EUROPE 


AG 091 GPA-AGO. 


Subject: Responsibilities of commander, 


To: Addressees indicated in distribution. 


1. Reference is made to— 
(a) AR 600-101. 


(b) USAREUR Circular 26, 1953. 
2. To insure compliance with the policy and procedures governing the solici- 
tation and sale of commercial life insurance within this command, the prescribed 


administrative responsibilities will be thoroughly 


mented. 


and 


APO 403 
25 March 1955 


life-insurance solicitation. 


conscientiously imple- 
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3. Commanders of tactical units, areas, installations, organizations, and 
activities (incl. separate battalions and units of company size), will insure 
that adequate control of the solicitation of commercial life insurance is main- 
tained. Strict adherence to the provisions of paragraphs 2c and 4, AR 600-101, 
and paragraphs 4, 6f and g, 9, 10b, 11, and 12, USAREUR Circular 26, 1953, 
is emphasized. 

4. The designated insurance officers of regiments, separate battalions, and 
other commands will familiarize themselves thoroughly with the cited para- 
graphs of the directives indicated in paragraph 38, with emphasis on their 
responsibilities as outlined in paragraph 4, AR 600-101, and paragraphs 6f and 
g, 9d and i, and 11, USAREUR Circular 26, 1953, and will be generally familiar 
with the provisions of paragraphs 5, 6, and 8 of that circular. 

5. Within the purview of the directives indicated above, responsibility rests 
upon commanders at all echelons to be fully cognizant of their obligations toward 
the welfare (incl. the financial welfare), of military personnel. (Recom- 
mended procedural instructions applicable to unit commanders and insurance 
officers are contained in Incl 1.) Commanders will insure competent guidance 
to enlisted men in solving their insurance problems. In doing this, discrimina- 
tory practices will be avoided; however, measures will be taken to insure that 
agents do not misrepresent the contents of policies or the financial status of 
their companies, and that the soldier gives the same consideration and thought 
to the purchase of life insurance that he would give to the purchasing of stocks, 
bonds, or other valuable commodities. It is expected that all insurance officers 
will be competent to examine policies and other matter relating to the insurance 
needs of the individual soldier, and to inform the serviceman of the true facts 
in each case, 

6. (a) In order to meet the responsibilities indicated above and to give ade- 
quate briefings on life insurance and government benefits, insurance officers 
should be provided with a copy of the book entitled “Principles of Insurance and 
Related Government Benefits for Service Personnel,’ by Colonel Robert F. Mc- 
Dermott, USAF, and Associates in the Social Sciences, Department of Social 
Sciences, US Military Academy, West Point, New York. This book is on sale 
at all Stars and Stripes newstands. Insurance officers should also be familiar 
with the following directives: 

(1) AR 600-100. 
(2) SR 1-35-1. 
(3) SR 35-810-1. 
(4) SR 35-1550-1. 

(b) Insurance officers will advise military personnel that life insurance usu- 
ally involves not only a substantial monthly premium outlay, but also consti- 
tutes a substantial investment which is normally spread out over a long period 
of years. A knowledge of the basic fundamentals of life insurance theory and 
practice is a prerequisite for the careful consideration and thorough analysis 
that this investment warrants. The advantages and disadvantages of the vari- 
ous types of life insurance contracts, such as, term, ordinary life, limited pay- 
ment life, endowment and other modified forms of insurance, will be considered. 

(c) (1) In addition, knowledge of Government benefits available to depend- 
ents is a special prerequisite for planning a sound life insurance program to fit 
each individual’s needs. 

(2) Proper life insurance programing should be based upon consideration of 

the above and other factors pertaining to the present and anticipated income and 
expenditures of the prospect. 
7. (a) Among the important safeguards established in the directives indicated 
above, paragraph 8a, AR 600-101, provides that all life insurance policies offered 
to military personnel must provide for reserves (funds built up from paid-in 
premiums) being computed and maintained in accordance with the Commis- 
sioners Reserve Valuation Method on the basis of the Commissioners 1941 
Standard Ordinary Mortality Table. 

(b) Cash (reserve) and nonforfeiture values of each policy available to policy 
holders must at least equal the minimum values required by the Standard Non- 
forfeiture Laws, commonly called the “Guertin Laws,” which, together with the 
above reserve valuation method, have been adopted in most of the States as an 
actuarially sound method of computing such values and building up such 
reserves. 

8. (a) At this headquarters, all policies proposed to be offered within Germany 
are checked, to determine that the requirements indicated in paragraph 7, and 
other requirements, are met. The clearance and registration of the commercial 
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life insurance companies doing business in Germany are in accordance with the 
provisions of the publication referred to in paragraphs la and b. As stated in 
letters of recognition issued to the respective companies, this headquarters does 
not indorse nor does it recommend any company, its agents, or its life insurance 
plans or policies. 

(>) There have been no known losses resulting from default by any recog- 
nized company to policy holders or beneficiaries holding policies purchased in 
this command. Many individuals have allowed their policies to lapse, however, 
thus causing loss to themselves. A critical period in this respect arises when 
an individual leaves the service and fails to pick up the payment of premiums 
which had formerly been paid by allotment. 

By command of General McAuliffe: 

WILLIAM D. DULANEY, 
Ist Lt., AGC, Asst., Adjutant General. 


NoTe.—This letter will be disseminated in accordance with USAREUR letter, 
AG 312.3 AGO, 31 January 1955, subject: “Distribution of Multiple-Addressee 
Letter Directives.” 

PROCEDURAL INSTRUCTIONS 


1. The following is a suggested procedure to be followed in company and bat- 
tery size units with regard to life-insurance solicitation : 

(a) Commanders will advise all members of their units, including each new 
arrival, of the prescribed method of solicitation in this command. 

(0) Periodically, and not less than once in each calendar quarter, a unit forma- 
tion, at which the commander will orient his entire unit on the procedure to be 
followed by agents in the solicitation of commercial life insurance, will be held. 
The presence of the battalion or regimental insurance officer to answer questions 
on insurance matters will increase interest in, and a knowledge of, the subject 
among the enlisted personnel. 

(c) Commanders will take the necessary action to insure that the unit first 
sergeant and other key noncommissioned officers are thoroughly acquainted with 
the procedure to be followed and the credentials required to be in the possession 
of all insurance agents while they are in their unit areas, and that they are 
instructed to report promptly to the unit commander any violation observed. 

(d) The arrival of an insurance agent in the unit area will be immediately 
reported to the first sergeant or chargé of quarters (CQ) whichever is available. 
Agents are prohibited from interviewing prospective purchasers during training 
hours and, consequently, agents usually arrive in unit areas after duty hours 
when the first sergeant and/or company commander may be absent. It is impera- 
tive, therefore, that noncommissioned officers acting as CQ’s be thoroughly 
familiar with their duties in regard to insurance solicitation. 

(e) The first sergeant or CQ will personally ascertain that the agent has in 
his possession : 

(1) A current letter of clearance from— 

(a) This headquarters, or from Headquarters, USAREUR COMZ, if solicita- 
tion is in France. 

(b) The commander of the area, subarea, or detachment in which the unit is 
located. 

(2) Written permission from the barracks coordinator or commander to enter 
the post or kaserne. 

(3) A written request for an interview, signed by the member of the unit 
to be interviewed. 

(4) A valid license to solicit insurance in a State in the United States or the 
District of Columbia. 

(f) Failure on the part of the agent to possess any one of the above listed 
credentials will be sufficient cause to bar him from conducting the requested 
interview until such time as he presents the required document(s). The first 
sergeant or CQ will advise both the agent and the individual requesting the 
interview that it must be canceled and will explain the reason therefor. 

(g) If the agent is in possession of all the requisite credentials, the prospec- 
tive client will be informed of the agent’s presence, and an appropriate location 
for the interview will be selected. 

(h) Prior to leaving the presence of the first sergeant or CQ, the agent will 
be advised that: 

(1) The interview will be restricted to the prospective purchaser then present 
and will not be permitted to develop into group solicitation. 
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(2) The prospective customer will be given a full explanation of his Govern- 
ment-sponsored life-insurance rights and benefits. 

(3) A full explanation of any clauses or restrictions contained in the policies 
to be discussed which could be detrimental to him or to his beneficiary must be 
made to the prospective customer. 

(4) Permission to remain in the unit area is granted only for such time as 
is necessary to conduct the interview, and that, at its conclusion, the agent should 
report back to the first sergeant or CQ prior to leaving the area. 

(i) At the conclusion of the interview, and before the agent leaves the area, 
the first sergeant or CQ will make sure that a copy of the information sheet 
regarding the policy applied for is furnished the applicant and the unit insur- 
ance officer. 

(j) The unit commander will make certain that the prospective buyer receives 
counsel from the designated insurance officer prior to initiating allotments to 
pay premiums. He should be apprised of the overall financial obligations of 
military personnel and the Government benefits to their survivors. He will 
also have the coverage of the policy in question reviewed for him by the insur- 
ance officer. 

2. Regimental and battalion commanders are responsible that the individuals 
appointed as insurance officers within their commands have the necessary quali- 
fications for the assignment (or are themselves properly instructed). They 
will also familiarize themselves with the provisions of all current USAREUR 
regulations on the solicitation and sale of life insurance and will have a basic 
knowledge of insurance and insurance programing. 





ApPENDIx A—12 
APO 408 
7 May 1955 
AG 019/a GPA 
Subject: Commercial Life Insurance Solicitation. 
To: Commanding General, Seventh Army, APO 46, U. S. Army. 

1. Reference: 

(a) Letter this headquarters, subject: “Commercial Life Insurance Data,” 
(Reports Control Symbol AEGPA-—(OT)-—282), dated 30 March 1955. 

(b) USAREUR Circular 26, 1 August 1953. 

2. Preliminary study of the report required by reference (a) above indicates 
that there may be serious violations of the regulations of this Command govern- 
ing the solicitation of commercial life insurance. 

3. The attached reports from Seventh Army units disclosed apparent noncom- 
pliance with the regulation of this headquarters which limits solicitation within 
military installations to individual appointments made at the written request of 
the prospective customer. (Paragraph 9b, reference 1b, above.) It should be 
noted that this requirement was in effect for only a period of twenty (20) 
months prior to the conduct of the survey and is peculiar to this Command. 

4. It is desired that an intensive investigation be conducted of the cirecum- 
stances surrounding the alleged violations for the purpose of furnishing this 
headquarters with irrefutable evidence upon which to base corrective action 
where appropriate. 

5. It is further desired that the directed investigation be conducted as a matter 
of priority and the results thereof forwarded with appropriate remarks and 
recommendations to this headquarters, attention G—1, with the least practicable 
delay. 

By command of General McAuliffe: 

W. A. Wasson, 
Lieutenant Colonel AGC, Assistant Adjutant General. 


APPENDIX A-13 
APO 403 
25 May 1955 


AG 019/a GPA 
Subject : Proposed US EUCOM Policy Directive : Life Insurance. 
To: Deputy Commander in Chief, US European Command, APO 128, USAF. 
1. Reference letter, Deputy CINCEUR to CINCUSAREUR, 18 February 1955. 
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2. In accordance with instructions in above reference, a proposed US EUCOM 
Commercial Life Insurance Policy Directive is submitted as inclosure 1. 
3. The proposed directive has been coneurred in by CINCNELM and CINCU- 
SAFE. 
For the Commander in Chief : 
Bruce EAstLey, JR., 
Brigadier General USA, Adjutant General. 


HEADQUARTERS, UNITED STATES EUROPEAN COMMAND 


PoLticy DIRECTIVE NUMBER—— 
APO 128, US ARMY 
DRAFT 


COMMERCIAL LIFE INSURANCE (MORALE AND WELFARE) 


1. Purpose—To prescribe uniform policy and procedure governing commercial 
life-insurance solicitation of and transactions with personnel of the US armed 
forces within the US EUCOM area, and to prescribe the minimum control which 
will be exercised by commanders in that field. 

2. References.—(a) Department of Defense Directive 1344.1, “Solicitation of 
Commercial Life Insurance on Military Installations,” 19 December 1951. 

(b) Department of Defense Memorandum, “Solicitation of Commercial Life 
Tnsurance on Military Installations,” 27 May 1953. 

(c) AR 600-101, “Commercial Life Insurance Solicitation,” 31 July 1953. 

(d@) USAREUR Circular 26, as amended, “Commercial Life Insurance,” 1 Au- 
gust 1953. 

(e) AFR 3421, “Commercial Life Insurance Solicitation,” 24 August 1953. 

(f) USABS Regulation 34-10, “Solicitation by Commercial Life Insurance 
Agents,” 16 November 1953. 

(7g) USN Regulations, 1948—article 0734, “Dealers, Tradesmen, and Agents.” 

(h) USNAV Instruction 9000.14, “Solicitation of Commercial Life Insurance 
on Military Installations,” 1 February 1952. 

(i) BUPERS Instruction 1741.4, “Solicitation of Commercial Life Insurance 
Aboard Military Installations,” 14 August 1953. 

3. Counsel.—It is the general policy of this headquarters that military and 
civilian personnel of the US armed forees in the US eucom area will be afforded 
an opportunity to obtain proper and legitimate assistance in the purchase of 
commercial life insurance from qualified insurance agents in a manner which 
will not interfere in any way with military or official duties or functions. 

4. Registration and Recognition of Life-Insurance Companies.—(a) No com- 
mercial life-insurance company may engage in business on military installations 
in the USEUCOM area with personnel of the US armed forces (other than by 
mail) without prior approval of the Department of Defense. 

(b) A clearance must be obtained from the national authorities concerned to 
engage in business within their national boundaries. 

5. Responsibilities of Each Company Approved by the Department of Defense 
to Engage in Solicitation in USEUCOM Area—Each commercial life-insurance 
company will be obligated to comply strictly with the following stipulations and 
conditions : 

(a) Each company will be represented by not more than one (1) general agent 
in the USEUCOM area. 

(b) Each company will be represented by not more than six (6) soliciting 
agents in the USEUCOM area, nor will any soliciting agent represent more than 
one (1) company at any one time. 

(c) Each company will be fully responsible and accountable for all activities 
of its general agent and soliciting agents. 

(7) Each company will make certain that the existence of exclusion or 
restrictive clauses or provisions of the following nature will be plainly indicated 
on the face of each policy: War Clauses: Geographic Limitations: Aviation Ex- 
clusion Provision. This may be accomplished by means of a permanent rubber- 
stamp imprint. 

(e) Each company must clearly indicate on all literature referring to a par- 
ticipating policy that any dividends therefrom are estimates and are not guar- 
anteed. 

6. Registration and clerance of life-insurance agents —(a) No commereial life- 
insurance agent, general or soliciting, may engage in business on military instal- 
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lations in the United States EUCOM area with personnel of the United States 
Armed Forces without prior registration and clearance by the headquarters of 
one of the EUCOM subordinate commands (USAFM, KELM, USAREUR, USAF). 
Such clearance bill be in the form shown in annex A and will only entitle the 
agent to engage in solicitation of members of the military department repre- 
sented oy the headquarters granting the clearance, although it will be accepted 
by the headquarters of the other EUCOM subordinate commands as evidence 
that the agent has complied with all the prescribed regulations governing the 
registration and clearance of agents. (All letters of clearance issued prior 
to the effective date of this directive wiil be considered null and void.) 

(b) The agent’s written application for clearance must be accompanied by 
all of the following: : 

(1) A valid license to solicit life insurance in a state in the United States 
or the District of Columbia. 

(2) A notorized letter, signed by an authorized official of the company which 
he is to represent and which has been approved by the Department of Defense, 
which states that the agent is authorized to solicit (or act as general agent) 
for that company and, further, that the company assumes full responsibility for 
his activities while engaged in such business. 

(3) A completed personal history statement in the form shown in Annex B. 

(4) A signed certificate is the form shown in Annex C. 

(5) Evidence of adequate professional and ethical qualifications to engage 
in the sale and service of life insurance to include a minimum of twelve (12) 
months satisfactory active life insurance solicitation in the United States. 

(6) A clearance from the national authorities of the country in which he 
desires to solicit. 

7. Responsibilities of Hach General agent Cleared by a Subordinate Command 
of US EUCOM.—The general agent selected by the company as its representative 
must be an individual who is fully qualified, responsible, and acceptable to the 
headquarters to which he applies for clearance. He will be held responsible on 
behalf of the company represented for all activities of the soliciting agents or 
employees of the company engaged in commercial life insurance transactions. 
He and each soliciting agent under his control will adhere to the rules of solicita- 
tion outlined in paragraph 8 below under the penalty of banning in the US 
EUCOM area of responsibility. (See paragraph 13.) 

8. Rules of Solicitation.—Strict adherance to the following rules of solicita- 
tion by all general and soliciting agents is manadatory. Proven violation of 
nay one of the listed regulations will be considered adequate grounds for the 
banning of the transgressor throughout the area of responsibility of US EUCOM. 

(a) Written clearance must be obtained from the local commander of the 
installation or unit prior to making contact with any prospective customer at 
that installation or unit. The letter of clearance granted the agent by a EUCOM 
subordinate command headquarters will be examined to determine validity prior 
to the granting of local clearance. The granting of such clearance is entirely 
within the discretion of the local commander concerned, and may be withdrawn 
at any time by that commander. 

(0b) Solicitation within military installations in all cases will be limited to 
the individual appointments made at the written request of the prospective 
customers, and interviews may be conducted only with permission of the local 
commander. Local commanders are not authorized to grant general permission 
to solicit business in a unit or installation area; they may approve only entrance 
into units or installations (for each specific visit) by agents who possess bona 
fide, written requests for interviews from members of these units or installations. 
Permission to remain in the area will be limited to the time necessary to 
complete the interviews approved by the local commander. 

(c) Solicitation of groups of individuals in any manner is strictly prohibited. 

(d) Interviews will be conducted in such a manner and at such time as 
will not interfere with any military duties, and will include a full explanation 
of government-sponsored life-insurance rights and benefits pertaining to the 
individual interviewed. Full explanation will be made of any clauses or re- 
strictions contained in the policies offered for sale which could be detrimental 
to the insured or his beneficiary. 

(e) No solicitation of personnel will be permitted during enlistment processing 
or while undergong individual recruit instruction or training. 

(f) No formations of personnel to faciiltate the sale of commercial life insur 
ance will be permitted. Commercial life insurance agents will not be utilized 
under any circumstances for talks on insurance or government benefits. 
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(g) No remuneration or gifts of any nature will be offered to (or accepted 
by) military or civilian personnel by representatives of commercial life insurance 
companies to facilitate life insurance transactions. 

(h) No agent will use or attempt to use for business purposes an official 
identification card or other form of official identification which would entitle 
him to automatic admission to a unit or installation. 

(i) Life insurance agents will be required to leave with the applicant and the 
unit insurance officer written information regarding the policy applied for 
by indicating : 

(1) Name and address of company ; 

(2) Name and address of agent; 

(3) Type of policy ; 

(4) Amount of life insurance; 

(5) Full name of person insured ; 

(6) Premium ; 

(7) Death benefit, guaranteed cash value, extended insurance, prior endow- 
ment (if any) at the end of the first to fifth years, inclusive, and the tenth, 
fifteenth, and twentieth years; 

(8) List of all exclusion provisions incorporated in the policy, such as war, 
aviation, ete. 

9. Logistical Support.—No life-insurance company or its agents will be fur- 
nished any type of logistical support, the use of any facilities, or the right to 
receive, possess, or negotiate military payment certificates. 

10. Insurance Counseling. 
ever possible, will discuss commercial policies with enlisted military personnel 
prior to their signing allotments initiated to pay premiums thereon. Discussions 
will include the over-all financial obligations of the enlisted military personnel, 
a brief review of government benefits to survivors of military personnel, as well 
as the coverage of the policies in question. 

11.—-Supervision.—To insure adequate supervision over the registration of 
commercial life insurance general and soliciting agents and the activities of 
agents subsequent to registration, it is mandatory that each EUCOM subordinate 
command headquarters assign to the staff section responsible for such super- 
vision an officer or civilian experienced in all the technical aspects of life 
insurance. 

12. Reporting—(a) Local commanders may ban any agent from soliciting 
life insurance within their commands because of violations of pertinent regula- 
tions. The local commander will notify the Adjutant General, Headquarters 
EUCOM, APO 129, US Army, through channels setting forth all of the details 
upon which his decision to ban the agent was based. When it is determined that 
the agent in question was involved in fraudulent or unethical conduct, misrepre- 
sentation, or any other type of undesirable practice in connection with the 
solicitation of life insurance, not in the best interest of military personnel, the 
agent may be banned from soliciting life insurance on all installations under 
the control of this headquarters. A statement of such action will be furnished by 
this headquartes to the Department of Defense, to the agent in question, to the 
company for whom the agent was authorized to solicit, and to the insurance com- 
missioner or other comparable official of the State in which the company is 
located. 

(b) Reports concerning insurance solicitation abuses, as now required by the 
services, will continue to be rendered as currently prescribed with information 
copies to this headquarters. 

By command of General Cook : 








ANNEX A 
COMMERCIAL LIFE-INSURANCE AGENT—LETTER OF CLEARANCE 


Headquarters 


APO —— 
Subject : Commercial Life-Insurance Agent—Letter of Clearance. 
re ee es a 
1. Reference. EUCOM Policy Directive ; 
2. In accordance with the provisions of paragraph 6, of the publication referred 
1 I. oeremrarn 2. Be. 33 a has registered with, and is recognized 
by, this headquarters as a (the) duly authorized agent (general agent) of 
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pee ee ee ae ee (Company), and, as such is considered eligible to engage 
in life-insurance transactions with military and civilian personnel of the US 
(Air Force) (Army) (Navy) in the US EUCOM area. 

3. Engagement in commercial life-insurance solicitation by this individual in 
the US EUCOM area will be in strict conformance with the provisions of the 
publication referred to in paragraph 1 and with implementing regulations and 
instructions promulgated by local commanders. 

4. This letter in no way constitutes an indorsement or recommendation of the 
life-insurance plans or policies offered by the agent concerned or the company 
represented. 


5. This letter is rescinded (six months from date of issue) ~-------------__-~ “ 
unless sooner rescinded or superseded. 
i RN Nt vnc cack iciecasehilannsasinnntnareticakei cians 


HEADQUARTERS, UNITED STATES ARMY, EUROPE 


APO 403 
PERSONAL History STATEMENT 


Name last first 


middle Social Security Number 


Present address street and number City or Postal Address 
Legal or Voting Residence (in United States) Date of Birth (month, day, year) 


Place of Birth (city and State, if born outside U. 8., name city and country) 


FORMER RESIDENCE ADDRESSES IN U. 8S. 


From- To— 
B 
3. 
[] Married [] Single ae ‘ 
Height Weight Color of Hair Color of Eyes 
MILITARY SERVICE 
Dates 
pcp Unit Description of service 

from to 


LIST, IN CHRONOLOGICAL SEQUENCE, EMPLOYMENT FOR PRECEDING FIVE YEARS 


Employer Address Job description From— To— Immediate superior 


LIST THREE CHARACTER REFERENCES WHO ARE NOT RELATED TO YOU 


Full name Business or home address Occupation 
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May inquiry be made of your reese and past employers regarding char- Yes No 


acter, qualifica tions, ete.?. Sette 
Are you a citizen of or do you owe allegiance to the United States? ____ naa 
Have you ever been discharged, or forced to resign, for mi sec or 

unsatisfactory service from any position? Pe eet a” Caries 


Space for detailed answers or explanation of above: .% 
I certify that the statements made by me in this state ment are true, comple te, 
and correct to the best of my know ledge and belief, and are made in good faith. 


Signature es “PE Sates 


PMMA II 5 es 5 cite Se 


ieee Da te 
CERTIFICATE 


I hereby certify that I have read and fully understand the contents of EUCOM 
Policy Directive —— and understand that any violations of or failure to comply 
with the provisions of that publication may result in the revocation of my priv- 
ilege to solicit commercial life-insurance business within the US EUCOM area 
of responsibility. 

I further certify that I will engage in the solicitation of commercial life insur- 
ance to the exclusion of all other commercial enterprises, that I consider my 
life-insurance solicitation as a full-time job and will not use it as a vehicle to 
introduce interest on the part of a prospective customer in any other type of 
business. 





Company 


APPENDIX B 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE SECRETARY OF THE ARMY, 
Washington D. C., June 7, 1955. 
Hon. F. Epwarp HEBERT, 
Chairman, Subcommittee on Special Investigations, 
Committee on Armed Services, House of Representatives 

DEAR Mr. CHAIRMAN: The following is a résumé of the investigation and dis- 
ciplinary action mentioned by Lt. Col. F. Richards during his testimony before 
your subcommittee on June 2, 1955. 

Captain George I. Potter, 02222995, Company B, 447th Signal Battalion, 
APO 189, was reprimanded under the provisions of Article 15: Uniform Code 
of Military Justice, for failure to comply with United States Army Europe Cir- 
cular 26, in that he failed to enforce said regulations by permitting insurance 
agents to contact members of his unit without first presenting a written request 
from each prospective customer for an interview, and by allowing them to en- 
gage in general solicitation. 

Capt. Lyman E. Sawyer, 01636592, Headquarters and Headquarters Company, 
447th Signal Battalion, APO 189, w as reprimanded under the provisions of Ar- 
ticle 15: Uniform Code of Military Justice, for failure to comply with the pro- 
visions of United States Army Europe Circular 26, in that he failed to enforce 
said regulation while. in command of Company C, 447th Signal Battalion by 
permitting insurance agents to contact members of his unit without first present- 
ing written requests for an interview from prospective customers and by allow- 
ing these agents to engage in general solicitation. 
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Chief Warrant Officer Grady McKay, W906894, Headquarters and Head- 
quarters Company, 447th Signal Battalion, APO 189, was reprimanded under the 
provisions of Article 15: Uniform Code of Military Justice, and a forfeiture of 
pay was imposed, for failure to comply with AR 600-101 and United States 
Army Europe Circular 26 in that he did not require the insurance agents to 
leave certain information with his office, did not properly counsel the insured 
in compliance with the above cited circular, nor did he have certificates pre- 
pared, signed, or placed in the 201 files of the insured as required by paragraph 
4(c), AR 600-101. 

Permission for Mr. William F. Blewett, Schwanthaler Strasse 10a, Munich 
15, Germany, agent for the United Life Insurance Co, of America, to enter any 
United States military installation under the jurisdiction of the commander-in- 
chief, United States Army Europe, was suspended because he knowingly violated 
his written agreement to abide by the provisions of United States Army Europe 
Circular 26 by contacting personnel of the 447th Signal Battalion, APO 189, 
without having been requested to do so by the prospective customer, and by 
failing to leave information describing the policy with the unit insurance officer. 

Permission for Mr. Anthony J. Rich, Schwanthaler Strasse 10a, Munich 15, 
Germany, agent for the United Life Insurance Co. of America, to enter any 
United States military installation under the jurisdiction of the commander-in- 
chief, United States Army Europe, was suspended because he knowingly vio- 
lated his written agreement to abide by the provisions of United States Army 
Europe Circular 26 by contacting personnel of the 447th Signal Battalion, APO 
189, without having been requested to do so by the prospective customer, and by 
failing to leave information describing the policy with the unit insurance officer. 

Under the provisions of paragraph 5b, AR 600-101, the United Life Insurance 
Co. of America, Houston, Tex., was banned from soliciting life insurance on any 
United States military installation within the jurisdiction of the commander-in- 
chief, United States Army Europe for 3 months, for coudoning repeated and 
severe violations of United States Army Europe regulations by its agents. 

Sincerely, 
Mrs. NETTIE R. SPEYER, 
For Paut S. LAWRENCE, 
First Lieutenant, GS, 
Congressional Investigating Division, OCLL. 





APPENDIX C 
JUNE 10, 1955. 
Hon. F. Epwarp HE&sertT, 
Chairman, House Armed Services Subcommittee, 
Washington, D. C. 

DEAR CONGRESSMAN HEpBeERT: I am enclosing to you a resolution passed by the 
legislature commending the Board of Insurance Commissioners of Texas for their 
cooperation before committees in assisting in the passage of wholesome insurance 
laws. 

Garland Smith, chairman of the Board of Insurance Commissioners of Texas, 
stated yesterday that there was less said about Texas insurance laws at this 
meeting of the national association of life-insurance commissioners than at any 
meeting for the last 12 years. He thinks the wholesome legislation was re- 
sponsible. 

Very truly yours, 
RaLpH D, PITTMAN, 


RESOLUTION (H. 8S. R. No. 386) 


Whereas it has been universally recognized that no more urgent duty faced 
this session of the Texas Legislature than the obligation to strengthen the laws 
governing the public regulation of the insurance business in this State; and 

Whereas this obligation has been discharged effectively by the membership of 
both Houses with enactment of legislation providing new strength for all seg- 
ments of this industry; and 

Whereas throughout the deliberations on this subject the Board of Insurance 
Commissioners has cooperated wholeheartedly in providing needed information 
and useful, constructive, and objective counsel to guide the formulation of meas- 
ures most beneficial to the public interest ; and 
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Whereas the Board of Insurance Commissioners has manifested and main- 
tained an exemplary respect for the role of the legislature as the policymaking 
body, steadfastly refraining from improper attempts to influence or control 
legislative decisions; and 

Whereas, the Board of Insurance Commissioners, in the discharge of its 
administrative duties, has acted with consistent courage, initiative, and forth- 
rightness to protect the public interest and in so doing has been instrumental in 
awakening the public support for sound remedial legislation: So, therefore, be it 

Resolved, That the members of the Texas House of Representatives, 54th 
Legislature, do hereby express to Chairman Garland A. Smith, Casualty Com- 
missioner J. Byron Saunders, and Fire Commissioner Mark Wentz of the Board 
of Insurance Commissioners, and the employees thereof, sincere appreciation for 
their valuable assistance to the legislature on insurance matters; and be it 
further 

Resolved, That we do hereby congratulate each member of the Board of Insur- 
ance Commissioners for the commendable and outstanding character of his 
service to the public, particvlarly for zealously enforcing the standards of 
solvency and public protection provided by the laws of this State and for coura- 
geously advocating the raising of those standards to assure continued public 
confidence in the Texas insurance industry; and be it finally 

Resolved, That a copy of this resolution be sent to each of the members of the 
Board of Insurance Commissioners as an expression both of appreciation for 
past service and of confidence in their future administration of the duties of 
their offices of high responsibility. 


Burkett Cheatham Johnson 

Smith of Tarrant Clements Jones 

Pool Cloud Joseph 

Bergman Cole Kelly 

Niemann Cory Kennard 

Cooper Cowen Kennedy 
Stilwell Cox of Montgomery King 

Lehman Cox of Bell Kirkham 

Bell Crim Kirklin 

Blaine Crosthwait, Koliba 

Cobb de la Garza Lane 

Berry Dewey Lee 

Bradshaw Duff Lieck 

Hosey Dugas McDonald 
Baker Elliott McGregor of El Paso 
Talasek Ellis McGregor of McPennan 
MeDaniel Fenoglio Mclihany 
Latimer Ferrell McNeil 
Strickland Ford of Nueces Martin 

Pyle Ford of Red River Maverick 
Lindsey Garrett _ Moore of Harris 
Allen Gillham Moore of Tarrant 
Allison Glass Morgan 
Anderson rlusing Mullen 

Andis Hale Murphy 

Armor Hardeman Murray 

Atwell Hazlett Osborn 

Banks Heatly Parish 

Bates Heideke Patten 

Benton Heitman Patterson 
Berlin Hogue Pipkin 

Bishop Holstein Puckett 
Brashear Houston Reeves 

Briscoe Huffman Ross 

Bristow Hughes Sadler 

Bryan Hunt Sandahl 
Carmichall Hutchins Sanders 
Carpenter Isaacks Saul 

Carr Jackson of Cass Sayers 
Chambers Jackson of Navarro Schram 
Chapman Jamison Sehwartz of Washington 
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Schwartz of Galveston Stewart Wheeler 
Seeligson Stone White 
Shannon Storey Wilson 
Sheridan Stroman Winfree 
Slack Thurmond Wohlford 
Smith of Hays Turman Wood 
Smith of Jefferson Walling Yancy 
Spilman Ward Yezak 
Spring Welch Zbranek 


Jim LINDSEY, 
Speaker of the House. 


I hereby certify that H. S. R. No. 386 was adopted by the House on May 17, 
1955. 
[SEAL] DoroTHy HALLMAN, 
Chief Clerk of the House. 





APPENDIX D 


WASHINGTON 5, D. C., June 10, 1955. 
Hon. F. Epwarp HEBERT, 
Chairman, House Armed Services Subcommittee, 
Washington, D. C. 

DEAR CONGRESSMAN H&pert: With reference to your committee’s current in- 
vestigation of the problem on lapsation of life insurance policies in the military 
service, I would like to afford you an excerpt from the Government insurance sec- 
tion of the Life Office Management Association textbook Introduction to Life 
Insurance, volume IT, by Joseph B. Maclean, former vice president and actuary 
for the Mutual Life Insurance Co. of New York. 

“National service life insurance * * *. An enormous volume of insurance was 
put in force reaching, as already mentioned, a total of about $140 billions * * * 
and making NSLI by far the largest life-insurance operation in history. It 
was, of course, inevitable, as in the case of war-risk insurance, that the greater 
part of the insuranee in force at the end of the war would be lapsed. With 
termination of service the ‘painless’ payment of premiums by deduction from 
pay credits ceased while conversions to a permanent plan meant a substantial 
increase in premium outlay. Many could not afford to continue the insurance 
or, at least, the full amount which they had been carrying during the war and 
others did not feel the need to continue it (and here is the point). The Govern- 
ment made great efforts * * * including the automatic extension of insurance 
from a 5- to an 8-year-term period and provision of the right to renew on the 
term plan * * * to induce holders in NSLI to keep it in force. These efforts were 
materially aided by the active cooperation of the companies which publicized the 
benefits of continuing the Government insurance and even, in many cases, re 
fused to issue new insurance which would replace NSLI; however, by 1946 the 
amount of NSLI in force had dropped by 75 percent to about $35. billions.” 

I believe that your subcommittee will concede that national service life in- 
surance had a definite part in the country’s insurance needs even though the 
lapsed rate Was 75 percent. This lapse seems to be a characteristic of insurance 
on military personnel and should not be used to condemn the companies offering 
a needed coverage to military personnel. 

I would appreciate it if this information might be made a part of your sub- 
committee’s record. 

Very truly yours, 
RALPH D. PITTMAN. 


APPENDIX E 
JUNE 9, 1955. 
The COMMITTEE ON ARMED SERVICES, 
House of Representatives, Washington, D. C. 
(Attention Special Committee for Investigation of Commercial Insurance 
in Europe.) 

GENTLEMEN: This statement is prepared and presented to the committee that 
it might know of the action taken by the 54th Legislature in the State of Texas 
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aimed at strengthening the capital structure and the providing for stricter exami- 
nation and supervision of life-insurance companies in Texas. 

There was introduced and passed in the legislature senate bill No. 12, which 
had as its purpose the increasing of the capital and surplus requirements of life, 
health, and accident insurance companies and generally making adjustment in 
the incorporation, organization, regulation, and operation of all such companies. 
Generally the bill provides these new safety factors in connection with the in- 
corporation and operation of life-insurance companies: 

(1) To obtain a charter for a life-insurance company after the effective date 
of the act, there must be paid in in cash $100,000 capital and $100,000 surplus. 
The statute providing for the incorporation of limited capital life-insurance com- 
panies with only a capital of $25,000 was repealed entirely. 

(2) Before any charter is granted the bill provides for public hearings before 
the board of insurance commissioners on: 

(a) The sufficiency of the charter ; and 
(b) The personnel and organization of the company. 

Unless the board is satisfied that those who are to operate the company are 
capable, experienced, and honest, they may refuse the charter notwithstanding 
the capital requirement is adequate. 

(3) Any new companies formed are to be examined every 6 months for the first 
3 years of their organization and annually thereafter for an additional 3 years 
to determine that their operation for the beginning period of 6 years is sound and 
to insure their ultimate success. 

(4) The initial capital and surplus of the company must be in bonds, Federal, 
State, county, city, or independent school district bonds or first mortgage liens 
upon real estate and no more than 3314 percent of the admitted assets of the’ 
company may be invested in real estate. 

(5) The board of insurance commissioners may from time to time review the 
accepted value of any real estate carried on the books of the company and re- 
quire write downs and adjustment of asset values to the true value of the real 
estate. In this connection, the board may appoint its own independent ap- 
praisers to appraise and evaluate home office building and any other real 
estate carried by the corporation and require the assets to be carried at the 
true value determined by such appraisal. 

(6) In addition to the statutory requirement, the board by order has provided 
that no home office building of an insurance company may be carried on the 
books of the corporation in excess of the cost of such home-office building to the 
company and the value at which carried must be supported by an independent 
real-estate board appraisal, conditioned, however, that if the board appraisal 
exceeds the cost of the building to the company the cost of the building will 
control. 

It should be pointed out that senate bill 12 does not affect existing companies 
except to the extent that it authorizes the board to reappraise assets of the com- 
pany in its discretion and require writedowns to true values. 

The capital requirement does not apply to companies chartered in Texas prior 
to the effective date of the act. 

Respectfully submitted. 

McGown, GopFrrey, LoGAN & DECKER, 
By B. E. Goprrey. 

DwienHt, Royatt, Harris, Korce, & CASKEy. 
By Rapa D. PittMan. 


(The following is the text of a law in effect in many of the States having to 
do with service of process and adjustments of legal grievances where insurance 
companies are not licensed in the State where the policyholder resides. ) 


APPENDIX F 


UNAUTHORIZED INSURERS PROCESS AC1 


A BILL For an act relating to insurers not authorized to transact business in this State: 
providing for actions in this State against and for the service of process upon such 
insurer; prescribing how a defense may be made by such insurers; and providing for 
the allowance of attorneys fees in actions against such insurers 


SECTION 1. PURPOSE OF ACT: The purpose of this act is to subject certain in- 
surers to the jurisdiction of courts of this State in suits by or on behalf of 
insureds or beneficiaries under insurance contracts. The legislature declares that 
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it is a subject of concern that many residents of this State hold policies of insur- 
ance issued by insurers not authorized to do business in this State, thus present- 
ing to such residents the often insuperable obstacle of resorting to distant forums 
for the purpose of asserting legal rights under such policies. In furtherance of 
such State interest, the legislature herein provides a method of substituted sery- 
ice of process upon such insurers and declares that in so doing it exercises its 
power to protect its residents and to define, for the purpose of this statute, what 
constitutes doing business in this State, and also exercises powers and privileges 
available to the State by virtue of Public Law 15, 78th Congress of the United 
States, chapter 20, lst session, S. 340, as amended, which declares that the busi- 
ness of insurance and every person engaged therein shall be subject to the laws of 
the several States. 

Sec. 2. SERVICE OF PROCESS UPON UNAUTHORIZED INSURER: (a) Any of the fol- 
lowing acts in this State, effected by mail or otherwise, by an unauthorized 
foreign or alien insurer: (1) the issuance or delivery of contracts of insurance 
to residents of this State or to corporations authorized to do business therein, 
(2) the solicitation of applications for such contracts, (3) the collection of pre- 
miums, membership fees, assessments, or other considerations for such contracts, 
or (4) any other transaction of business, is equivalent to and shall constitute 
an appointment by such insurer of the (commissioner of insurance) and his 
successor or successors in office, to be its true and lawful attorney, upon whom 
may be served all lawful process in any action, suit, or proceeding instituted by 
or on behalf of an insured or beneficiary arising out of any such contract of insur- 
ance, and any such act shall be signification of its agreement that such service 
of process is of the same legal force and validity as personal service of process 
in this State upon such insurer. 

(b) Such service of process shall be made by delivering to and leaving with 
the (commissioner of insurance) or some person in apparent charge of his office 
two copies thereof and the payment to him (of such fees as may be prescribed 
by law). (The commissioner of insurance) shall forthwith mail by registered 
mail one of the copies of such process to the defendant at its last known principal 
place of business, and shall keep a record of all process so served upon him. Such 
service of process is sufficient, provided notice of such service and a copy of the 
process are sent within 10 days thereafter by registered mail by plaintiff or plain- 
tiff’s attorney to the defendant at its last known principal place of business, and 
the defendant’s receipt, or receipt issued by the post office with which the letter 
is registered, showing the name of the sender of the letter and the name and 
address of the person to whom the letter is addressed, and the affidavit of the 
plaintiff or plaintiff's attorney showing a compliance herewith are filed with 
the clerk of the court in which such action is pending on or before the date the 
defendant is required to appear, or within such further time as the court may 
allow. 

(c) Service of process in any such action, suit or proceeding shall in addition 
to the manner provided in subsection (b) of this section be valid if served upon 
any person within this State who, in this State on behalf of such insurer, is 

(1) soliciting insurance, or 

(2) making, issuing, or delivering any contract of insurance, or 

(3) collecting or receiving any premium, membership fee, assessment or other 
consideration for insurance; and a copy of such process is sent within 10 days 
thereafter by registered mail by the plaintiff or plaintiff’s attorney to the defend- 
ant at the last known principal place of business of the defendant, and the defend- 
ant’s receipt, or the receipt issued by the postoffice with which the letter is regis 
tered, showing the name of the sender of the letter and the name and address 
of the person to whom the letter is addressed, and the affidavit of the plaintiff 
or plaintiff’s attorney showing a compliance herewith are filed with the clerk 
of the court in which such action is pending on or before the date the defendant 
is required to appear, or within such further time as the court may allow. 

(d) No plaintiff or complainant shall be entitled to a (judgment by default, 
or a judgment with leave to prove damages, or a judgment pro confesso) * under 
this section until the expiration of 30 days from date of the filing of the affidavit 
of compliance. 

(e) Nothing in this section contained shall limit or abridge the right to serve 
any process, notice, or demand upon any insurer in any other manner now or 
hereafter permitted by law. 


1 Insert appropriate language. 
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Sec. 3. DEFENSE OF ACTION BY UNAUTHORIZED INSURER: (a) Before any unau- 
thorized foreign or alien insurer shall file or cause to be filed any pleading in any 
action, suit or proceeding instituted against it, such unauthorized insurer shall 
either (1) deposit with the clerk of the court in which such action, suit, or pro- 
ceeding is pending cash or securities or file with such clerk a bond with good and 
sufficient sureties, to be approved by the court, in an amount to be fixed by the 
court sufficient to secure the payment of any final judgment which may be ren- 
dered in such action; or (2) procure a certificate of authority to transact the 
business of insurance in this State. 

(b) The court in any action, suit, or proceeding in which service is made in 
the manner provided in subsections (b) or (c) of section 2 may, in its discre- 
tion, order such postponement as may be necessary to afford the defendant 
reasonable opportunity to comply with the provisions of subsection (a) of this 
section and to defend such action. 

(c) Nothing in subsection (a) of this section is to be construed to prevent 
an unauthorized foreign or alien insurer from filing a motion to quash a writ 
or to set aside service thereof made in the manner provided in subsections (b) 
or (c) of section 2 hereof on the ground either (1) that such unauthorized 
insurer has not done any of the acts enumerated in subsection (a) of section 2, 
or (2) that the person on whom service was made pursuant to subsection (c) 
of section 2 was not doing any of the acts therein enumerated. 

Sec. 4. ATTORNEY FEES: In any action against an unauthorized foreign or alien 
insurer upon a contract of insurance issued or delivered in this State to a resi- 
dent thereof or to a corporation authorized to do business therein, if the insurer 
has failed for 30 days after demand prior to the commencement of the action 
to make payment in accordance with the terms of the contract, and it appears 
to the court that such refusal was vexatious and without reasonable cause, the 
court may allow to the plaintiff a reasonable attorney fee and include such fee 
in any judgment that may be rendered in such action. Such fee shall not exceed 
12% percent of the amount which the court or jury finds the plaintiff is entitled 
to recover against the insurer, but in no event shall such fee be less than $25. 
Failure of an insurer to defend any such action shall be deemed prima facie 
evidence that its failure to make payment was vexatious and without reason- 
able cause. 

Sec. 5. CoNSTITUTIONALITY: If any provision of this act or the application 
thereof to any person or circumstances is held invalid, such invalidity shall not 
affect other provisions or applications of the act which can be given effect with- 
out the invalid provision or application, and to this end the provisions of this 
act are declared to be severable. 

Sec. 6. SHorT TITLE: This act may be cited as the Unauthorized Insurers 
Process Act. 
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